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1203. By Mr. LEAVITT: Petition of the Missoula Chamber
of Commerce, of Missoula, Mont., that the transportation aet of
1920 be continued until it has had a fair test under normal con-
ditions and that no legislation amending the act be passed by
the present Congress; to the Commitiee on Interstate and For-
eign Commerce.

12(4. Also, petition of a mass meeting of the citizens of Pol-
son, Mont., favoring adjusted compensation for ex-service men,
submitted by a resolutions committee composed of Mr. Benja-
min C. Emory, Mr. Frank H. Nash, and Mr, John T. Foley; to
the Committee on Ways and Means.

1205. Also, petition of Wheatland Post, No. 15, American
Legion, of Harlowton, Mont., favoring passage of an adjusted
compensation measure by the present Congress; to the Com-
mittee on Ways and Means.

1206. By Mr. MORROW: Petition of New Mexico Wool
Growers' Association, opposing any extension of the Navajo
Indian Reservation; to the Committee on Indian Affairs,

1207. Also, petition of the Grant County Chamber of Com-
merce, by Roland A. Laird, executive secretary, opposing any
amendment to the transportation act; to the Committee on In-
terstate and Foreign Commerce.

1208, Also, petition of the Rotary Club of Raton, N. Mex.,
by E. L. Goff, secretary, opposing any modifications of the
transportation act; to the Committee on Interstate and For-
elgn Commerce,

1209. Also, petition of Chaves County Medical Society, Ros-
well, N. Mex., opposing excessive war taxes under the Har-
rison Antinarcotic Act; to the Committee on Ways and
Means.

1210. Also. petition of Associations of Shop Crafts, Atchison,
Topeka & Santa Fe Railway system, Gallup, N. Mex.; super-
visors, Atchison, Topeka & Santa Fe Railway system, Raton,
N. Mex.; Atchison, Topeka & Santa Fe employees, Clovis,
N. Mex.; Atchison, Topeka & Santa Fe employees, Belen,
N. Mex.; Atchison, Topeka & Santa Fe Railway associations,
Albuquerque, N. Mex. ; and Atchison, Topeka & Santa Fe Rail-
way system associations, Deming, -N. Mex., opposing any
changes in the transportation act; to the Committee on Inter-
state and Foreign Commerce,

1211. By Mr. O'CONNELL of New York: Petition of the
New York State Teachers' Association for Social Studies,
favoring an appropriation to restore the castle at Fort Niagara
to a condition befitting its historical significance: to the Com-
mittee on Appropriations.

1212. Also, petition of the American Legion, Department of
New York, favoring resolution that shdll make the Star-
Spangled Banner the official national anthem of the United
States of America; to the Committee on the Library.

1213. By Mr. O'CONNELL of Rhode Island: Petitlon of
members of the Providence Chapter of Hadassah, the women's
Zionist organization, opposing the Johnson immigration bill;
to the Committee on Immigration and Naturalization.

1214. By Mr. OLDFIELD : Petition of Garner Post, No. 91,
of the American Legion, Department of Arkansas, Beebe,
Ark., favoring enactment of adjusted compensation bill; to the
Committee on Ways and Means.

1215. By Mr. ROGERS of New Hampshire: Petitlon of
American Citizens Club of Polish Descent of Newmarket,
N. H., opposing the Johnson immigration bill; to the Com-
mittee on Immigration and Naturalization.

1216. By Mr. SEGER: Petition of 78 employees of the Pas-
saic (N. J.) post office in favor of House bill 4123, providing
for an increase for postal employees; to the Committee on the
Post Office and Post Roads,

SENATE.
WebpNEspAY, February 20, 1924.
(Legislative day of Baturday, February 16, 1924.)

The Senate met at 12 o'clock meridian, on the expiration of
the recess.

Mr. CURTIS. Mr. President, I suggest the absence of a
quorum,

The PRESIDENT pro tempore.
roll.

The principal legislative clerk called the roll, and the fol-
lowing Senators answered to their names:

The Secretary will call the

Adams Broussard uzens Edwards
Ashurst Bursum mming Ernst
Bayard Cameron Curtis Ferris
Borah Capper Dial Fesg
Brandegee Caraway Dill Fletcher
Brookhart Copeland Edge Frazier

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO,

George Kin Odaie Spencer
Gerry Lad Overman Stanley
Glass La Follette Owen Stephens
Gooding Lenroot Pepper Swanson
Hale Lod]ge Phipps Trammell
Harreld MecKellar® Pittman Wadsworth
Harris MecKinley Ransdell Walsh, Mass.
Harrison MecLean Reed, Pa. Warren
Heflin McNar Robinson Watson
Howell Mayfield heppard Weller
Johnson, Minn, Moges hipstead Wheeler
Jones, N. Mex. Neely Simmons Willis
Jones, Wash. Norbeck Smith

Kendrick Norris Smoot

The PRESIDENT pro tempore. Seventy-eight Senators have
answered to their names. There is a quorum present.

LITERARY DIGEST POLL ON MELLON TAX PLAN,

Mr. HARRISON. Mr. President, I shall not detain the Sen-
ate long. There is a matter that has been adverted to in
the last two or three days, namely, the Mellon plan poll
that is being taken by the Literary Digest. The senior Sen-
ator from Georgia [Mr. Hagrris] called it te the attention of
the committee which is now investigating propaganda and
requested the committee to take up and Investigate the question.

I am sure that the country appreclates the high service
that has been rendered by the Literary Digest through the
long years of its publication. It is a splendid periodieal, and
so far as I know it has generally been accurate in its state-
ments and fair in its conclusions. The exception is shown in
the matter of the poll that is now being taken throughout the
country with reference to the Mellon tax proposal.

Mr. President, whenever any organization starts out at a
cost of approximately $400,000 to obtain a poll which is in the
form of propaganda we must look upon it with suspicion.
Here is the Literary Digest filling two or three of its pages
every week with reference to the poll and telling the people
that * it is impartial,” and yet on the next page giving the rea-
sons why this or that particular plan should be adopted. In
order to get it to the country and to obiain the votes upon
which it bases its compilation it sends out two postal cards,
one of which is to enable one to subseribe for the Literary
Digest, which card naturally costs a good deal. The other card
has a 1-cent stamp affixed. It is claimed that there are 15,000,
000 of these letters ecirculated, 15,000,000 postal cards with
15,000,000 1-cent stamps attached on 15,000,000 more postal
cards asking the people of America to write to the Literary
Digest and express their preference with reference to the
Mellon plan. >

In the literature which accompanies this particular postal
card, which, it is said, is impartial, are some statements that
I am going to read to the Senate, some utterances which show
that it is not impartial. Before I do that I shall first read
from the Literary Digest of February 2 of this year:

First returns in the Digest's 15,000,000 poll.

It is easy to calculate that it has cost somewhere around
$400,000 as a minimum to distribute these postal cards, to get
this data to the country, and to take the poll, together with the
expensive advertisements carried, such as this one, in numerous
daily papers throughout the country. The article begins:

What does America think of the Mellon plan? # * * A sumbe:
of factors have forced the Mellon plan for tax reduction ints special
prominence, and it must be disposed of first, What Is the national
will with regard to this plan?

It points its finger at the Mellon plan. Further on it says:

In presenting these returns the Digest wishes to emphasize that un-
usnal precautions have been taken to make this poll truly representa-
tive. No propaganda accompanies the ballot and no attempt is made
to influence the oplnion of the voter.

The reproduction of the ballot, centered in this page, tells a small
part of the story of the safeguards with which the voting s sur-
rounded. Hach post-card ballot is sent by mail in a separate envelope,
personally addressed in writing to the person for whom it is intended.

On the " address™ side the ballot carries a l-cent stamp. The ecard
itself is ingeniously prepared to prevent counterfeiting, and any at-
tempt at plural voting Is likely to involve the serious offense of tamper-
ing with the United States mails.

The value of the vote—

Says the Literary Digest—
as a true criterion—

“As a true criterion,” I call to the attention of the distin-
guished Senator from North Caroling [Mr. SiMMoNs]—
of public opinion is indicated by a comparison between the total elec-
torate of the United States and the number of ballots sent out during
the poll.

-
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Tt speaks further of the absolute impartiality of it, and says
that—

The Digest will serve merely as an unblased registrar and disseml-
nator of opinions and facts, The temper of the country as revealed
by the poll will undoubtedly prove illuminating to Congress, and thus
play a part in the fate of tax reduction as it may be enacted into law.

That clause tells the story. Its sole purpoge is to Influence
Congress, to bring to the attention of the Congress what the
American people are thinking of. Now, if its purpose is that,
it certainly should be a fair poll that is taken.

The Mellon plan geems to have a declslve edge—

Tt says, and further on it refers to the * Coolidge-Mellon”
plan, It also says:

Mr. Méllon has flatly stated that the bonus can mot be pald if his
tax-reduction plan is earrled through, and his long coutroversy with
the American Legion is knmown to all readers of the newspapers.

Of course, its object is that all who oppose the bonus will
write In a vote for the Mellon plan, thus aggregating the total
number of votes so that greater influence can be brought upon
Congress.

Now, I want to read from some of the data that go with the
postal cards. On the reverse it is set forth how the Mellon
plan would reduce individual income taxes, but nothing is
sald of any other plan that has been proposed. The Mellon
plan is put up to the country, and those who receive the bal-
lots are only permitted to vote for or against that one plan.
In order to bring to the attention of the individual voter the
merits of the Mellon plan, it shows the reductions down the
line on net incomes from $1,000 to $100,000, but it stops there;
it does not go beyond the $100,000 net income. In these data
it is stated:

Many plans have been proposed by various political groups or lead-
ers, but attention has become focused almost entirely upon one plan—
the Mellon plan.

Certalnly the Literary Digest in the coming week will not
tabulate the votes and give them to the country without some
expression upon its part to the effect that the House of Repre-
senatives yesterday, voting on the Mellon plan, defeated It by
a vote of 222 to 196. The Literary Digest must have known,

because the Congress knew and the people generally knew,

that the Demoerats in the House of Representatives had pro-
posed a plan which was known as the Garner plan. It dif-
fered from "the Mellon plan in many particulars. It gave a
greater reduction in taxes for at least 6,650,000 income-tax
yiyers out of the 6,662,000 taxpayers than did the Mellon plan.
%50 the country was cognizant of the fact, yet the individual
voter, whose vote the Literary Digest seeks, 1S hoodwinked;
he is deceived into belleving that there is only one plan, namely,
the Mellon plan, and that the vote would come on that proposi-
tion only.

Mr. President, if the Literary Digest In Its literature and
upon this ballot had given the same prominence to the Garner
plan and had stated its good features as was done respecting the
Mellon plan, the poll would have been quite different from the
one which is revealed in the Literary Digest; but they did not
hint at the Garner plan; they made no mention of the Garner
plan; and yet, as I have stated, in the House of Representatives
yesterday a sufficient number of patriotic, progressive, and
right-thinking Republicans came over and aligned themselves
with the solid Demoeratic membership of the House to carry
the Garner plan, thereby defeating the Mellon plan on a
straight vote, on a sharp issue, by 222 to 198 votes—thereby
adopting the Garner plan by a similar vote.

Further on in these data it is stated, in speaking of the Mel-
lon plan in the effort to convince the country that the Mellon
plun is the only plan to reduce taxes:

1t provides that an earned income (salary, wages, professional services,
ete.) shall not be taxed as highly as an Income from stocks, bonds, etc,

The Literary Digest fails to state In this literature that there
was omitted from the Mellon plan the proposition of giving to
the small traders and the farmers of the country any reduction
on earned incomes, but that it applies on other incomes. The
Literary Digest also omits In this literature to tell the voter
who seeks to cast his ballot that the Democratic plan, the Gar-
ner plan, gives a greater reduction on earned incomes than
does the Mellon plan; that the exemptions are increased in
the Garner plan over the Mellon plan; and that the surtaxes
begin on higher amounts in the Garner plan than in the Mellon
plan.

The Literary Digest in its literature goes on further to stafe:

On the back of thls letter you will find a table showing the saving
to the taxpayer under the Mellon plan.

But it says nothing of the Garner plan.

President Coolldge also dlsapproved of a bonus in fact and principle
and has glven unqualified support to the Mellon plan.

Every argument that might be employed in order to gain votes
for the Mellon plan, for the purpose of bringing it to, the atten-
tion of Congress and influencing the Congress for the Mellon
plan, is incorporated in this unfalr literature which has been
issued by this highly reputable perfodical, the Literary Digest
Indeed, from reading the ballots and the data attached thereto
one would think that in”order to obtain a reduction of taxes.
his only eourse was to vote for the Mellon plan. The voter was
led to believe by the ballot and the data that a *“no™ vote was
agalnst a tax reduction. How unfair, deceptive, and mislead-
ing Is the propaganda! Further on in this literature we read:

All Members of House and Senate are naturally anxlous to know
the wishes of the people with regard to thls very important matter,
I1f you want the question decided in the way that you belleve is right,
gend In your vote at once.

And yet if the people think the Garner plan is the right plan—
and evidently the country thinks it is the right plan—they are
given no opportunity to vote for it in the Digest's poll. Further
on the Literary Digest says:

You need to know the facts and arguments as they are fairly and
fully presented and welghed on all sides, not as they come hot twisted
by prejudice or incomplete inforr ation from some eager partisan.

It seems that the Literary Digest is twisting the information
and playing, as I believe for the first time in its history, the
partisan in this particular matter.

Mr. SIMMONS., Mr. President——

The PRESIDENT pro tempore. Does the Senator from
Mississippi yield to the Senator from Ncrth Carolina?

Mr. HARRISON. I yield to the Senator.

Mr. SIMMONS. I understood the Senator from Mississippl
to say that the circular which he has just read gave the reduc-
tion on incomes below $100,000 under the Mellon plan?

Mr. HARRISON. Yes.

Mr. SIMMONS. I understood the Senator to say that ha
thought the appeal was to those who wished taxes reduced?

Mr. HARRISON. Yes.

Mr. SIMMONS. If the Literary Digest had given the redue-
tions made by the Garner plan on incomes below $92,000, would
it not have shown that the Garner plan allows a larger and
greater reduction upon Incomes up to that point than the
Mellon plan?

Mr. HARRISON. The Garner plin would give a much
greater reduction than the Mellon plan, and yet they keep that
from the people.

Mr. SIMMONS. The Senator also said, as I understood him,
that the cireular giving the reduction on incomes up to $100,000
stopped at thot limit, and did not give the reduction that
wonld acerue upon Incooes in excess of $100,000.

Mr. HARRISON. The Senator is right.

Mr. SIMMONS. I should like to ask the Senator if the
Literary Digest had followed that up and given the reductions
proposed in the Mellon plan cn Incomes over $100,000 In
parallel columns with the reductlons proposed by the Garner
plan on incomes over $100,000, wounld it not have shown that,
while the, Garner plan makes larger reductions on the small
incomes than the Mellon plan, the Mellon plan makes greater
reductions on the great incomes than the Garner plan?

Mr. HARRISON. Absolutely. In other words, under the
Mellon plan there would be 12,000 income-tax payers in America
benefited in a greater degree than under the Garner plan, while
under the Garner plan 6,650,000 svould receive a greater reduc-
tion than would be provided under the Mellon plan. I have
before me some figures which bear out the statement I have
just made.

Mr. HARRIS. Mr. President

Mr. HARRISON. I will ask the Senator to allow me to pro-
ceed for just a moment. The figures to which I refer are not
revealed to the 135,000,000 people whose votes are sought by tha
Literary Digest. They fail to say that in the State of Arizona,
for instance, under the Mellon plan the number benefited
greater than under the Garner plan is 1 person, while in the
same State 18,476 persons are benefited in a higher degree by
the Garner plan than by the Mellon plan.

The Literary Digest fails to state that in the Stare of Colo-
rado. from which come my distinguished friends Senator
Prires and Senator Apams, 40 people in the whole State will be
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benefited in a greater degree by the Mellon plan than by the
Garner plan, while 69,6206 will receive a greater degree of bene-
fit under the Garner plan than under the Mellon plan.

Mr. ASHURST. Mr. President, will the Senator yield to me
at this point?

Mr. HARRISON. Certalnly.

Mr. ASHURST. I wish to say that the one person in Arl-
zona who will receive that benefit is unanimous for the Mellon
plan. [Laughter.]

Mr. HARRISON. There is no doubt about that. He is of
the same opinion that doubtless the Literary Digest is. In the
State of Illinois the Mellon plan will benefit 857 people more
than will the Garner plan, while the Garner plan will benefit
610,701 persons in greater degree than will the Mellon plan.

In the State of Kansas—and I am glad to see my friend [Mr.
Carrer] prick up his ears; he is always on the job when
Kansas is mentioned. I have no idea he will vete for the
Mellon plan, and I am sure my friend the senior Senator from
Kansas [Mr. Curtis] will not vote for the Mellon plan, espe-
cially in view of the startling fact that 16 persons in Kansas
would be benefited more by the Mellon plan than by the Garner
plan, while 88,769 would be benefited more by the Garner plan
than by the Mellon plan.

Let me now take the State of Michigan, from which my good
friend Senator CouzeEns comes. In that State 264 persons
would receive greater benefit under the Mellon plan than under
the Garner plan, while 249,883 would receive greater benefit
under the Garner plan than under the Mellon plan. Yet the
distingnished Secretary of the Treasury combats and eriticizes
the senior Senator from Michigan for fighting the so-called
Mellon plan.

Mr. COUZENS. Mr. President, will the Senator yield?

Mr. HARRISON. I yield.

Mr. COUZENS. Will the Garner plan permit the payment
of a bonus?

Mr, HARRISON. I think the Garner plan will permit the
payment of a bonus, and I think the Mellon plan will prob-
ably permit the payment of a bonus, and if a sufficient num-
ber of us here ean have our way, there will be a bonus adopted,
it matters not which plan, the Mellon plan or the Garner plan,
may be adopted so far as that proposition is concerned.

In the State of New Mexico—and there will be an eleetion in
New Mexico this year—3 persons will be benefited by the
Mellon plan in greater degree than by the Garner plan, while
11,777 will receive greater benefits under the Garner plan than
under the Mellon plan,

In Oregon, from which the distingulshed senlor Senator [Mr.
McNary] comes—and, I believe, he comes up for election this
year—28 persons will be benefited by the Mellon plan in greater
degree than by the Garnmer plan, while 62,776 will be benefited
more under the Garner plan than under the Mellon plan. Yet,
I imagine the Senator has had thousands of letters from his
State asking him to vote for the Mellon plan. The writers did
not know anything about the other plans. They were misled
by the Literary Digest propaganda, as well as propaganda that
has been carried on through the motion pietures of the country,
by the railroads of the country on their menu ecards, and in
every other imaginable way. They have even asked the em-
ployees in the shops of the railroads to write their Representa-
tives in Congress and their Senators indorsing the Mellon plan.

In Wisconsin 63 persons would be benefited more by the
Mellon plan than by the Garner plan, while 75,214 would be
benefited more by the Garner plan than by the Mellon plan.

I suppose somebody in Mississippi might read these fecble
remarks, and I had better name Mississippi, becaunse I have
had letters from that State. In Mississippi 9 persons would
be benefited more by the Mellon plan than by the Garner plan,
while 25,605 persons would be benefited more by the Garner
plan than by the Mellon plan.

The Literary Digest, through the letters that it has received
protesting against this poll, and giving the reasons why the
writers voted this way or that way, shows upon its face that
this is an unfair poll, Here are some of the expressions touch-
ing this matter,

Mr. SIMMONS. Mr. President, before the Senator getsg to
that, will he yield to me?

Mr. HARRIS. Mr. President—

Mr. HARRISON. I promised to yield to the Senator from
Georgia, and I forgot to do so. I yield to him, and then I will
Yyield to the Senator from North Carolina.

Mr. HARRIS. Mr. President, I want to ask the Senator if
the word “surtax ™ is even mentioned in the Literary Digest?

Mr. HARRISON. It is not.

Mr. HARRIS. That is a question about which there is a
great deal of difference between the House and the Senate.

Mr. HARRISON. It is not mentioned at all

Mr. HARRIS. Yesterday the Senator from Pennsylvania
[Mr. Reep] ridiculed the idea that there has been any propa-
ganda In favor of the Mellon bill; but I want to say, in con-
clusion, that the Senator from New Hampshire [Mr. Moses
has consented to call these people before his committee an
investigate this matter.

Mr. HARRISON. May I say that the smoke from the indus-
tries of Pittsburgh obscures the vision of my friend from Pitts-
burgh, Pa.?

Mr. SIMMONS, Mr, President, do I understand the Senator
to say that this circular letter sent out by the Literary Digest
does not even refer to surtaxes?

Mr., HARRISON. It does not.

Mr. SIMMONS. Does not the Senator believe, and ought not
the country to understand, that the real erux and object of the
whole Mellon plan is to redoce the surtaxes?

Mr. HARRISON. Absolutely. The effort is to reduce the
maximum surtax from 50 to 25 per cent.

Mr, SIMMONS. And yet no mention is made of surtaxes in
this publication?

Mr. HARRISON. No.

Mr. SIMMONS. That, however, was not the point with re-
gard to which I desired to interrupt the Senator. The Senator
referred to a statement which I think is the same statement
that has been put in the CoNcrESSIONAL RECOED by Mr. GARNER,
perhaps, Is that the statement from which the Senator was
reading?

Mr. HARRISON. Yes.

Mr. SIMMONS. That statement, I understand, was carefully
prepared by experts in some of the departments here.

Mr. HARRISON. -May I say that one high official of this ad-
ministration says that another high official has been juggling
facts up in the Treasury, though?

Mr. SIMMONS. Well, it is assumed that that particular
expert did not juggle facts.

Mr. HARRISON. I imagine this one is correct.

Mr. SIMMONS. The Senator gave the figures for a number
of States, The Senator did not give the figures for the State
from which I come, North Carolina. I want to say that I un-
derstand that that list shows that there are something over
44,000 Federal taxpayers in North Carolina.

Mr. HARRISON. This statement shows that there are
44,161 ; that 52 out of that number would be benefited more
by the Mellon plan than by the Garner plan, and 44,109 would
be henefited more by the Garner plan than by the Mellon plan.

Mr. SIMMONS. Only 52 out of the 44,000 would receive
more benefit under the Mellon plan than under the Garner
plan. Now, what I wish to snggest to the Senator is this:

The advocates of the Mellon plan are appealing to big busi-
ness in this country, and appealing to that class of business
people, especially manufacturers, upon the idea and theory
that they will get greater benefits under the Mellon plan than
under the Garner plan. North Carolina is both a great manu-
facturing and a great agricultural State. It is next to Mas-
sachusetts in Its textile manufacturing industries. There is
one county in the State of North Carolina that has an even 100
cotton factories. There are about. 400 cotton factories in the
State. These cotton factories are not little affairs; they are
large corporations, North Carolina is also a very large manu-
facturer of wood products. It has one city, the city of High
Point, that ranks next to Grand Rapids as the greatest center
in this country for the manufacture of furmiture. Those are
big establishmenis. We have a large wool-manufacturing in-
terest in the State. We have an immense lumber-manufactur-
ing interest in the State. We are not far down the column in
our manufactured produects in the list of States; and yet, with
all of this great business carried on in North Carolina, with all
of these great factories in North Carolina, with a large number
of very wealthy people in North Carolina—because our manu-
facturing industries have thrived wonderfully

Mr. OVERMAN. Mr. President, I remind my colleague that
he leaves out one of the most important industries in the
State—tobacco.

Mr, SIMMONS. Tobacco—yes. We are the largest manu-
facturers of cigarettes In this country. I believe the number
of cigarettes manufactured in the State of North Carolina is
about one-half of the total number of cigarettes that are sold
In this country. With all of this wealth in the State of North
Carolina, it appears that only 52 people in that State will get
larger benefits from the Mellon plan than from the Garner
bill.

AMr. HARRTSON. The Senator is right.

Mr, SIMMONS. And yet by propaganda—false, delibermtely
false propuganda—the business men of my State and these
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cotton manufacturers, these woolen manufacturers, these fur-
niture manufaecturers, these lumber manufacturers, these to-
bacco manufacturers, have been led to believe that each and
every one of them will derive a larger pecuniary advantage
under the Mellon bill than under the Garner bill.

I am glad the Senator has given me an opportunity to say
to the business men of my State that they are being misled
and deceived about this. A few of them, relatively a very small
number of them, will derive more benefits under the Mellon
bill than under the Garner bill, while, on the other hand, over
40,000 taxpayers in North Carolina will derive immensely more
benefit from the Garner plan than from the Mellon plan.

Mr. HARRISON. The Senator is eminently correct. May I
say to the Senator that, notwithstanding all he gald regarding
his State, this poll, as revealed in the last issue of the Literary
Digest, shows from North Carolina 2,454 persons decelved and
voting that the Mellon plan was the best plan and only 1,984
voting against the Mellon plan. That is the way the propa-
ganda has been working, simply because all the facts have not
becn revealed to them.

Mr. SIMMONS. The point I wanted to make to the Senator
was that by selecting purely an agricultural State, probably
it might be clear to everybody that more persons would be
benefited under the Garner plan, because their incomes are
small; but the incomes of these manufacturers are large, and
yet it can be shown that, segregating the big business interests
of the State and the mannfacturing interests of the State—and
that is one of the largest manufacturing States in the country—
only this limited number will derive any benefit from the Mellon
plan that they would not derive from the Garner plan.

AMr. HARRISON. Here are some of the expressions written
on the ballots to the Literary Digest that show that it is not a
fair poll they are taking. One comment runs:

I am not a Democrat, but think their plan about right.

And yet that individual would have no opportunity to vote
in this poll on what he thinks is right.
Another critic writes:

The Mellon plan is for the big tax dodgers.

That is said to be the belief of several voters; and one man
remarks that—
If amended by the Democrats, it's 0. K.

Another one writes:
1 favor the Garner substitute plan as outlined in the Literary Digest.

That is the statement of a Brooklyn man; and several other
Brooklyn residents express themselves in favor of the exemp-
tion of all “family " incomes under $5,000. Notwithstanding
that, the Literary Digest insists on printing on its ballots two
questions. One is to vote for the Mellon plan and the other
is to vote against the Mellon plan.

In fact, the Literary Digest in this instance is not as fair as
the President of the United States. I suppose that the Presi-
dent could be taken as a partisan on some questions. His name
has been attached to the Mellon plan, and it is called the
Coolidge-Mellon plan, and yet the Presldent was fair enough
in his speech In New York the other night to speak, not of the
Mellon plan in particular—although he elaborated on the Mel-
lon plan, he advocated the adoption of the Mellon plan—but
he called the-attention of his andience and of the country to the
fact that there were other plans, and he named specifically the
Garner plan, and then he argued against the Garner plan, This
is a periodical that has always borne the reputation of being
fair. and it seems to me that if the President of the United
States, partisan as he is, speaks of the Garner plan, certainly
the Literary Digest should incorporate it when people wanted
to express themselves, that the country might know what the
opinion of the country was with respect to these various plans.

I must admit that the President’s position is not altogether
consistent. May I say, however, before I allude to that, that
in this same speech that the President made in New York,
when he said, “ You have heard much of the Garner plan,” and
then talked about it, he closed with this utterance, this appeal,
which was broadcast by radio to the farthest parts of the
country:

But the people must understand this is their fight. They alone can win

it. Unless they make thelr wishes known to the Congress, without
regard to party, this bill will not pass. I urge them to renewed efforts.

So we have this propaganda, strengthened by the Literary
Digest for the Mellon plan, championed under the leadership
of the President of the United States, appealing to the country

to write to the Congress, to express their views, and saying
that it is the only way in which they can win the fight. Ile
thereby tied himself in all this mesh, in all this propaganda
to foist upon the country the Mellon plan.

Mr. WALSH of Massachusetts. Mr. President——

The PRESIDENT pro tempore. Does the Senator from Mis-
sissippi yield to the Senator from Massachusetts?

Mr. HARRISON. Yes; I yleld.

Mr. WALSH of Massachusetts. I hope the Senator is not
losing sight of the argument made by Secretary Mellon, namely,
that this country is so dependent upon the wealth and the
money and the influence of approximately 6,000 taxpayers that "
we must legislate as they want and desire tax reduction, and
that if we do not give them what they want they purpose to
punish us by denying prosperity to 110,000,000 people.

Mr. HARRISON. The Senator is right. All reactionary
Republicans—not Progressive Republicans—plead just that
way. President Coolidge is not different from the Senator from
Massachusetts [Mr. Lopge]. He is not different from my friend
over there, the Senator from Utah {Mr. Smoor], although that
Senator had a broader vision than did Mr. Mellon. He pointed
out last summer that it was not the wise thing to bring tax
reduction forward at this time, because he has had experience
with It. He knew that the kind of a bill he and his committee
would bring out to reduce taxes would benefit the big fellows
so much and the small fellows so little that the Progressive Re-
publicans over there and the Democrats over here would not
stand for it, and would write a bill for themselves. The Sena-
tor from Utah was correct. He read what happened in the
House yesterday. He will see, when the bill comes over here,
that a Democratic bill will be adopted, one that will reduce
taxes, but one that will benefit the small taxpayers more, and
add greatly to the prosperity of the country.

Mr. COPELAND. Mr, President, did I understand the Sena-
tor to say that the President, in his speech in New York, ad-
vised the people to make known their wishes to Congress?

Mr. HARRISON. Yes; he spoke eloguently; he spoke cau-
tiously ; he spoke carefully, through the radio.

Mr. COPELAND. Does the Senator mean to say that the
President advised the people to advise Congress? Is this the
same President who was so irritated when the Senate sought
to advise him about one of his Cabinet officers?

Mr. HARRISON. That is the same * Careful Cal.” He is
the same President who told the Senate, when they passed the
Robinson resolution, that it would be an encroachment upon the
Executive power of the President. That he would not stand
for it. Yet sent back to Congress a nomination to appoint
Cohen as collector down in New Orleans after the Senate had
rejected him once, an act that was contrary to every precedent
of an Executive or the Senate. He was willing to criticize the
Senate for passing the Robinson resolution on Denby as an Ex-
ecutive encroachment, but unwilling to permit the Senate fo
further exercise its power respecting nominations when nomi-
nees had been rejected by the Senate.

Mr. DIAL. Mr. President, I would like to ask the Senator if
there is any precedent on record at all of any President ever
sending a name back to the Senate when it had actually been
rejected by a vote of the Senate?

Mr. HARRISON. No; I will say to the Senator—but I bet-
ter not tell what happened in executive session. But I never
heard of it.

Mr. MOSES. Will the Senator give unanimous consent to
raise the injunection of secrecy on the vote in the executive
gession?

AMr. HARRISON. I will. I would give the Senator from
New Hampshire unanimous consent to do almost anything in
the world.

Mr. MOSES. Mr. President, I ask unanimous consent that
the injunction of secrecy on the vote taken in executive session
on the nomination of Walter Cohen may be raised.

Mr. DIAL. I object.

Mr. HARRISON. The Senator makes that motion; yet when
we tried to have considered in open session the nomination of
George Harvey—for the mention of whose name I apologize
to the Senate—the Senator voted against the consideration of
that nomination in the open. ]

Mr. MOSES. That Is true. But, Mr. President, I have never
refused unanimous consent for the publication of any roll ecall
taken in executive session. I am entirely willing that my vote
cast in executive session or in open session shall be made
known to my constituents.

Mr. HARRISON. It does not hurt the Senator to change
his posltion on anything.
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Mr. MOSES. I did not change my position. Now, remember-
ing how long and affectionate and intimate has been our asso-
clation, especially as we have traveled over the country to-
gether, the Senator should be fair, even to a friend.

Mr. HARRISON. I have not objected.

Mr. DIAL. Mr. President—

Mr. MOSES. Noj; but the Senator is undertaking to say that
I have changed my position. The faet that I voted against an
open session for the consideration of a nomination is an en-
tirely different thing from removing the injunction of secrecy
on a roll call. The Senator knows that the injunction of
secrecy on a roll call {s removed very frequently, whereas
open executive sessions are held very rarely.

Mr. HARRISON. I am for making it open; I can not say
anything more, If the Senator——

Mr, MOSES. Will the Senator exercise his great and un-
doubted influence on his collengues on the other side of the
Chamber to let us make that roll call public?

Mr. HARRISON. I have not any influence over here and
have none over there.

Mr. MOSES. The Senator Is altogether too modest.

Mr. DIAL. Mpr. President

The PRESIDENT pro tempore. Does the Senator from Mis-
gissippi yleld to the Senator from South Carolina?

Mr. HARRISON. I yield.

Mr. DIAL. The South knowing the reputation of the nominee
whose name was sent to us the other day, it would not take the
publication of any vote to determine where I stood on the
question. The people down there would expect nothing else of
me than to vote as I voted; so, as far as I am concerned, that
ends it

Mr. MOSES. One by one let the Senators get up and say how
they voted, then.

Mr. HARRISON. The Senator knows how I voted. If he
will permit me, I ask unanimous consent to say how I voted.

Mr. ASHURST. Mr. President, will the Senator yield to me
in that connection?

Mr. HARRISON. I yield.

Mr. ASHURST. Twice in executive sesslon request was made
that the roll call on Walter Cohen be made public, and twice it
was objected to. I think the Senator from Massachusetts [Mr.
Lobce] will bear me out. Twiece in legislative session it has
been asked that the vote be made public. I do not impute bad
falth to any Senator, but after permission was twice refused in
executive session that the vote be promulgated, and twice in
open session refused, it would be at least color of bad faith
further to ask it. T objected in legisiative session not for myself
but at the request of some Senators who could not be here. So
far as I am concerned, every Senator here is at liberty to state
how I voted. I give all Senators full permission to say here or
elsewhere how I voted. But it is not fair to other men, and I
hope that the request will not be repeated.

Mr. MOSES. Mr. President, we have learned a lesson in
persistence from the other side this winter.

Mr. DIAL addressed the Chair.

The PRESIDENT pro tempore. Does the Senator from Mis-
Bissippl yield; and if so, to whom?

Mr. HARRISON. I wish I could proceed. I want to get
gonrl;)ugh soon, so thiat the Senator can make a speech on Walter

en.

Mr. MOSES. Oh, do not get through. [Laughter.]

Mr. HARRISON. I stated that in his New York speech the
President had appealed to the country to write letters to Con-
gress and to bring influence on Congress in favor of the Mellon
plan. I notice in a statement issued yesterday by the Secretary
to the President, Mr. Slemp, that he said:

The President deslres me to say that while he is opposed to the grant-
ing of the soldier bonus he is completely in sympatbhy with the protest
which the American Legion Weekly wvoices agalnst this kind of propa-
ganda to defeat the bonus measure. * *

He believes also that efforts to omn!m an apparent sentiment
agalnst the measure, such as are represented by the cireular quoted, are
utterly un-American, subversive of the very fundamentals of demoecracy,
and ealculated to arouse hostilities between employers and employees,
Convinced as he is that the bonus ought not to be granted, he feels
keenly that his position in this regard will be infinitely more difficult to
support if such methods are to be adopted by those who wish te hold
up his hands.

Yet he is in favor of the adoption of a method to put through
the Mellon plan to which he is opposed as against the soldiers’
bonus. That is “ Cautious, Careful Cal.” He does not at this
time desire to wound the feelings of the soldiers of the country.

APPENDIX.

BENEFICIARIES OF THE DEMOCRATIC TAx REDUCTION PLAN AND OF THBE
*  MELLON PLAN, BY STATES,
(Comparative table.)

The following table of the number of persons making Income-tax
returns in 1921 is compiled from the offieial figures of the Treasury
Department contained in the annual report of the Commissioner of
Internal Revenue for 1921,

It shows the total number of persons making income-tax returns in
each State and the number benefited more by the Democratic (Garner)
plan than by the Mellon plan, and the number benefited more by the
Mellon plan than by the Democratic (Garner) plan in each State.
The totals show :

Democratie plan gives greater benefits than the Mellon plan to
6,641,202

The Mellon plan gives greater benefits than the Demoeratic plan to
9,488.

Income-tax returns by States,

J

Total Nomper | Number
number | benefitad l:gf‘?'ﬁ"d
State. making | moreby |pnot V.
income- Mellon (Garner)

tax returns, plan.
43,000 5 42,074
18477 1 18,476
33, 830 10 39,820
386,082 435 385, 647
69,676 0 69, 636
123,260 173 123, 066
15,880 17 15, €72
£9, 966 102 89, S64
42,240 28 42,221
67,719 18 67,671
22975 3 973
611,538 857 610,701
150, 300 86 150,214
111,483 2 111,441
X, 785 16 88,7
69,495 5 69,451
67,950 50 67,910
44,397 42 44185
112,963 176 112,787
398 442 740 357,603
230, 147 264 249,553
124, 501 131 124,370
T e e e 25,614 9 25,605
rf. 169 172,350
5 36, 902
2 71,831
3 9,718
24 37,396
o1 268802
3 1,717
8,031 | 1,083)606
52 44,100
2 18,438
530 300, 557
32 69,340
23 62,776
1,218 610,855
138 47,919
11 25,149
a| s
104 , 084
4 26,124
14 17,732
22 76,225
30 115,858
63 75,214
108 148349

6 2,
[ B S N R e,m,eml s,m} 6,641,262

1 Includes Alaska.

Notg.—It is estimated that either plan will raise an adequate amount of revenue
or the Government.

MEMORIAYL. ADDRESS ON THE LATE PRESIDENT HARDING.

Mr. WILLIS. Mr. President, I desire to submit a committee
report and to make a very brief statement relative thereto.

On the 6th of December last the Senate adopted a Senate
resolution providing for the appointment of a committee of
seven Members of the Senate to join a committee to be ap-
pointed by the House to consider and report by what token of
respect and affection it might be proper for the Congress to
express the deep sensibility of the Nation te the death of the
late President Harding.

On the 24th of January the Senate coneurred in House Con-
eurrent Resolution No. 9, providing for a joint session of the two
Houses of Congress to be held in the Hall of the House of Rep-
resentatives on Wednesday, February 27,
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Your committee now makes its report in the form of a pro-
gram of arrangements, I ask unanimous consent that the two
resoliutions to which I have referred, together with the commit-
tee report, be printed in the Recorp at this point.

The PRESIDENT pro tempore. Is there objection?

There being no objection, the resolutions and the report (No,
163) were ordered to be printed in the Recorp, as follows:

Senate Resolution 21.

Resolved, That a committee of seven Senators be appolnted on the
part of the Senate to join such committee as may be appointed on the
part of the House to consider and report by what token of respect and
affection it may be proper for the Congress of the United States to
express the deep sensibility of the Nation to the death of the late
President, Warren Gamaliel Harding, and that so much of the message
of the President as relates to that sad event be referred to such com-
mittes,

House Concurrent Resolution 9.

Whereas the sudden death of Warren G. Harding, late President of
the Tnited States, occurred during the recess of Congress, and the
two Houses desire to glve fitting expression to the general grief and
to eommemorate his most notable services to his country and the
worlid : Therefore

Be it resolved by the House of Representatives (the Senate con-
curring), That the two Houses of Congress shall assemble in the Hall
of the House of Representatives on the dny and hour fixed by the
joint committee, to wit, Wednesday, February 27, 1924, at 12 o'clock
noon, and that in the presence of the two lHouses there assembled an
address upon the life and character of Warren G. Harding, late Presi-
dent of the United Etates, be pronounced by Houn, Charles E. Hughes,
and that the President pro tempore of the Senate and the Speaker
of the House of Representatives be requested to invite the President
aod the two ex-Presidents of the United States, the former Vice
President, the heads of the several departments, the judges of the
Supreme Court, the ambassadors and miuisters of foreign govern-
ments, the governors of the several States, the General of the Armies,
and the Chief of Naval Operations to be present on that occasion:
And be it further

Resolred, That the President of the United States be requested to
transmit a copy of these resolutions to Mrs. Harding and to assure
her of the profound sympathy of the two Houses of Congress for her
deep personal affliction and of their sincere condolence for the late
national bereavement.

PROGRAM OF ARRANGEMENTS.

The Capitol will be closed on the morning of the 27th day of Feb-
ruary, 1924, to all except Members and officers of Congress.

At half past 10 o'clock the east door leading to the Rotunda will
be opencd to those to whom invitations have bLeen extended under
the joint resolution of Congress by the Presiding Officers of the two
Houses, and to those holding tickets of admisslon to the galleries.

The Hall of the House of Representatives will be opened for the
admission of those who have invitations, who will be conducted to the
gedits nssigned to them, as follows :

The President of the United States and his Cabinet will oceupy
seats in front of and on the left of the Speaker.

The Chief Justice and Assoclate Justices of the Supreme Court
will occupy seats in front of and on the right of the Speaker.

The General of the Armles and the Chief of Naval Operations will
oceupy =eats back of the President and his Cabinet and on the left of
the Epeaker.

The ambassadors and ministers of forelgn governments will occupy
geafs on the left of the Speaker in section A, west,

The former Vice President and Senators will occupy seats back
of the President and his Cabinet and the Supreme Court, and on the
east and west side of the main aisle.

Governors of the several States will occupy seats on the right of
the Speaker in section A, east.

Representatives will occupy seats on the east and west side of the
main aisle and back of the Benators and governors of the several
States.

Ex-Members of the House will occupy seats assigned to them back
of the Members,

The Executive gallery will be reserved exclusively for the family
of the President, the families of the Cabinet and of the Supreme
Court, and the invited guests of the President.

The diplomatic gallery will be reserved exclusively for the families
of the ambassadors and ministers of foreign governments. Tickets
thereto will be delivered to the Secretary of State.

The House of Representatives will be called to order by the Speaker
at 12 o'clock.

The Marine Band will be in attendance at half past 11 o'clock.

The Senate will assemble at 172 o'clock and, immediately after
prayer, will proceed to the Eall of the House of Representatives,

The ambassadors and ministers will meet at half past 11 o'clock in
the Ways and Means Committee room in the Capitol and be conducted
to the seats assigned to them in Section ., on the left of the Speaker.

The President of the Senate will occupy the Speaker's chair.

The Speaker of the House will occupy a seat at the left ol the
President of the Benate,

The Secretary of the Senate and the Clerk of the House will occupy
seats next the presiding oficers of thelr respective Houses. .

The other officers of the Senat: and of the House will occupy seats
on the floor at the right and left of the Speaker's chair,

The chairmen of the Jolnt Committee of Arrangements will oceupy
seats at the right and left of the orator, and next to them will be
geated the officiating clergymen.

Prayer will be offered by the Rev. James Shera Montgomery, Chap-
lain of the House of Representatives.

The presiding officer Will tLen present the orator of the day, Charles
Evans Hughes, Secretary of State.

The beénediction will be pronounced by the Rev. J, J. Muir, Chaplain
of the Senate,

By reason of the limited .pacity of the galleries the number of
tickets is necessarily restricted, and -vill be distributed as follows:

To each Senator, Representative, Delegate, and Commissioner and
elected officer of the Senate and of the House, one ticket.

No person will be admitted to the Capitol except on presentation of
a ticket, which will be good only for the place indicated.

The Architect of the Capitol, the Sergeant at Arms of the Senate,
and the Doorkeeper of the House are charged with the execution of
these arrangements.

Frang B, WiLLis,
Tareopore E. Burtox,
Ohairmen Joint Committee,

SWIFT & CO., ET AL.

Mr. NORRIS. Mr. President, I submit a resolution and ask
unanimous consent for its present consideration. It simply
asks for some information. There can be no possible objection

to it.

The PRESIDING OFFICER (Mr. Moses In the chair), Is
there objection? The Chair hears none, and the resolution
will be received.

Mr. ROBINSON. Le._ it be read.

The PRESIDING OFFICER. The resolution will be read for
the information of the Senate.

The resolution (8. Res, 167) was read, as follows:

Resolved, That the Attormey General be, and he hereby is, directed
to furnish the Senate with the following information :

1. Has the Department of Justice enforced the so-called consent
decree in the case of the United States of America, plaintiff, v. Swift
& Co. et al., defendants, entered in the Sopreme Court of the District
of Columbia on February 27, 19207?

2, If said decree has not been enforced, give the reasons for such
nonenforcement.

3. Does the Department of Justice regard sald decree as legally
enforceable? And, if the same is not in the judgment of the Depart-
ment of Justice legally enforceable, then give the reasons why the
same is invalid.

4, If sail decree is in the judgment of the Department of Justice
invalid, then has the same been invalid from the beginning?

The PRESIDING OFFICER. The Senator from Nebraska
asks unanimous consent for the present consideration of the
resolution. Is there objection?

The resolution was considered by unanimous consent and
agreed to.

CHATTAHOOCHEE RIVER BRIDGE.

Mr. HEFLIN. I ask unanimous consent for the present con-
sideration of House bill 3198, It is a bill that provides for
the building of a bridge across the Chattahoochee River in
Barbour County, Ala. It is favorably reported, and there will
be no opposition to it. It will take only a moment to pass it,
and I am anxions to get action on it to-day.

The PRESIDING OFFICER. The Secretary will state the
title of the bill for the information of the Senate.

The Reapine Crerx. A bill (H. R. 3198) to authorize the
States of Alabama and Georgia, through their respective high-
way departments, to construct and maintain a bridge across
the Chattahoochee River at or near Eufaula, Ala., connecting
Barbour County, Ala., and Quitman County, Ga.

The PRESIDING OFFICER, The Senator from Alabama
asks unanimous consent for the present consideration of the
bill. 1Is there objection?

There being no objection, the bill was considered as in Com-
mittee of the Whole, and it was read, as follows:

Be it enucted, eto., That the SBtates of Alabama and Georgia, through
their respective highway departments, be, and are hereby, authorized
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to construct and maintain a bridge and approaches thereto across the
Chattzhooches River, at a point suitable to the interests of navigation,
at or near Eufaula, Ala., connecting Barbour County, Ala., and Quit-
man County, Ga., in accordance with the provisions of the act entitled
“An act to regnlate the construction of bridges over navigable waters,”
approved March 23, 1906.

SEC. 2. That the right to alter, amend, or repeal this act is hereby
expressly reserved.

The bill was reported to the Senate witiiout amendment,
ordered to a third reading, read the third time, and passed.

INTERIOR DEPARTMENT AFPPROPRIATIONS.

Mr. DIAL obtained the floor.

Mr. SMOOT. Mr. President—— ¢

The PRESIDENT pro tempore. Does the Senator from
South Carolina yield to the Senator from Utah?

Mr. DIAL. 1 yield.

Mr. SMOOT. Mr. President, we have had House bill 5078,
the Interior Department appropriation bill, before this body
for 11 days. Not one word of it has been read from the desk,
and I am going to ask Senators now to allow the bill to come
up. Let us pass this appropriation bill. I do not think it
will take very long, but really I think the time has arrived
when Senators ought to take up the pending appropriation bill
and pass it. I do not know how long the Senator from South
Carolina is going to speak; I do not know whether he is going
to speak on the bill or not; but I ask the Senator, if he is not
going to speak on the bill,; to allow us at least to have a
}Jitltlle time to-day for the consideration of the appropriation

ill. 2

Mr. DIAL. Mr, President, I think we will have a great
deal of time if other Senators will not take any more time than
I shall. I will be very brief in what I have to say.

Mr. SIMMONS. Mr. President, will the Senator from South
Carolina yield to me to ask unanimous consent to introduce a
bill, out of order?

Mr. DRAL. I gladly yield.

[The bill introduced by Mr. SimumonNs appears under its
appropriate heading.]

Mr. SMOOT. Mr. President, I give notice now that if we
can not proceed with the appropriation bill very soon I shall
object to any business being transacted, by way of the intro-
duetion of bills, reports, or anything else, until we do get some
action upon the bill. I really think it ought to be acted upon
promptly.

AMENDMENT OF COTTON FUTURES CONTRACT LAW.

Mr., DIAL. Mr. President, on the first day of this session
I introduced a bill to amend the cotton futures contract law.
The Committee on Agrienlture and Forestry has had that bill
ever since and has not made any report on it. Several times
I have asked them to make some kind of a report to the
Senate on the bill, and I can not understand why they are so
long delayed. I would ask the ecommittee, if they can not
agree upon the bill and present a favorable report, that they
return it to the Senate without any report. Then we will see
if we ean get it passed on the floor of the Senate.

1 have had this question up in various past sessions, and on
Marech 16, 1922, T had it referred to the Federal Trade Com-
mission. That body investigated it, and in the last week of
the last session sent to the Senate a preliminary report, which
has been published as a public document. I ask that a portion
of that preliminary report, beginning at the middle of page 26
and ending on page 27, be printed in the REcorp as an appendix
to my remarks.

The PRESIDENT pro tempore. Is there objection?
Chair hears none, and it is so ordered.

[See Appendix.]

Mr. DIAL. I will take but little time in reading the different
documents about which I propose to speak. On page 27 of the
¥Federal Trade Commission’s report it is said:

Under these conditions the price received by the producer, who has
actual cotton to sell in the spot market, would logically seem to be
unfavorably affected.

1 can not understand why the Federal Trade Commission is
taking so much more time to make a final report, this being a
preliminary report. I have great respect for the commission
and great confidence in if, but it does seem to me that if any
investigating body ean not come to a conclusion within about
two years they might as well dismiss the subject.

I do not know why the committee is waiting so long. I am
ready to go forward any day if they want to hear from me,
and I want to give notice now that unless there is a report in
the next few days I shall make a motion to discharge the com-
mittee from the further consideration of the matter.

The

I expect in a few days to take up some of the time of the
Senate in making a speech on this subject, but as we are
anxious to proceed with some other matters now I shall only
take a little time to-day. I want to say, however, that this
is the greatest problem to-day for the people in my section of
the country. A correction of this law would be worth more to
our people than all the rest of the remedial laws we could put
together.

I send to the desk and ask to have read a short editorial
from the Columbian State, a newspaper published in my State,
on December 11, quoting a reply from the Manufacturers’ Rec-
ord, of Baltimore. We all know the high standing of these two
great journals, and I am glad to have the Senate listen to what
those papers have to say about my bill proposing an amend-
ment to the present law.

The PRESIDENT pro tempore. The Secretary will read as
requested,

The editorial was read, as follows:
[From the Columbian State, December 11, 1023.]
“ NO HONEST MAN CAN FAVOR SYSTEM.”

Ten days ago, assuming the SBouth's 1923 cotton crop to be 9,500,000
bales, the raw cotton was worth $190,000,000 more than it is to-day.
The drop in price has been $20 a bale in so brief a time.

But while that huge amount represents the 1oss to the holders of the
eotton, has the crop actually decreased a dollar in intrinsic value?
Two weeks ago it was reported from New York and New Orleans that
British spinners had their agents in the South buying cotton wherever
it could be found. Those spinners and the American splnners then
buying paid $20 a bale more for cotton than to-day's guotations, and
that cotton is still worth to them what they pald for it; they would
not sell for the price paid. But on mere rumor, unsupported by even
4 Government estimate, the prices start downward and the gamblers
rush to sell cotton they have not got; and selling for future delivery,
they have the option in their contracts of delivering any 1 of 10
grades. That form of contract alone operates to lower the price.

In the latter part of November the State commented favorably upon
Senator Di1AL’s bill before Congress for the regulation of future contracts,
in which reference was made to the Manufacturers’ Record, of Balti-
more, The following letter from Richard H. Edmonds, editor of the
Record, will be gratifying to those desiring influence on the side of re-
form and honesty in cotton contracts for future dealing:

To the EDITOR OF THE BTATE :

In your igsue of November 28, referring to some statements made in
the Manufacturers’ Record, you say :

“ Will not the great trade journal of Baltimore, which has for so long
championed southern industries, study the bill proposed by Senator
DAL, of South Carolina, for changing the basis of contracts in * future’
trading and pass judgment on the Senator's article In support of that
measure

Last spring, at my request, Senator DiAL prepared for us an elaborate
presentation of his views on the reason for his bill, and it afforded
me very great pleasure to give as conspicuous attention to his article
as I could possibly do.

I have believed for many years that much of the trading in future
cotton contracts in New York and New Orleans is gambling, pure and
simple, with loaded dice as against the producers, and have sald so
many times. While some improvement has possibly been made in the
matter of the basis for contracts, I am unable to see how any honest
man can favor the system which bas prevailed in the past, a system
which enables the seller to avoid delivering the thing that he sells, and
often compels the buyer to take a thing which he did not purchase.

RicHaep H. EDMONDS.

BALTIMORE, December 7.

When the paper value of the South's crop drops $100,000,000 In 10
days, and the price to the producer falls $20 a bale, not because of
supply and demand but on account of panic of gamblers, who may de-
press the price by selling something which they have not got to deliver,
it is high time for southerners in Congress to give serious consideration
to Benator DIAL’S measure, which is directed toward stabilizing the price
of cotton, Congress can and should put an end to a system which Mr.
Edmonds declares “ no honest man can favor.”

Mr. DIAL. Mr. President, the Manufacturers Record speaks
of the present law being some improvement over the former
custom. I have made various talks on the subject, and in
every one of those I have always said that the present law
was a great improvement—indeed, a very great improvement—
over the former custom. The framers of the law deserve great
credit and the gratitude not only of the South but of the people
of the country, because this is a national question. Unfor-
tunately, however, there are two sections in the law, and the
New York Exchange will not carry out one of those sections.
That iz where the trouble comes in it for the South. If they
would carry out the law as Congress intended it, it would be a
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perfect law, all that I could ask, or all that anybody else could
ask; but they will not deal under the second section, and by
that means the market simply goes wild.

Some time ago the Legislature of South Carolina passed a
resolution indorsing my proposition. A short time previous to
that the Legislature of Alabama unanimously indorsed the
proposition.

I send to the desk and ask to have read a letter which I
received on yesterday., I have torn off the name of the town
and the name of the writer, because I have not the permis-
slon of the writer to make the letter publie, but I desire that
it be read. The writer understands the proposition and cor-
rectly diagnoses the case,

The PRESIDENT pro tempore.
retary will read as requested.

The principal legislative clerk read as follows:

FEBRUARY 16, 1924,

Withount objection, the Sec-

Hon. N. B. D1z,
United Ktafes Senator, Washington, D. C.

Dear BENATOR: I have read the amendment proposed by you to the
cotton futures act, and feel that it 18 a splendid effort in the right
direction. 1 have bought a few bales of cotton on the New Orleans
Exchange, and they run the gamut on the grades of cotton, and the
list is such that no one wants it. They now deliver gin-cut cotton
on the exchanges, and the grades are genmerally arranged so that one
who takes the cotton receives a few bales of the highest grade and a
few bales of the mext highest grade and one or two bales of the next
highest, and all the way down the list and all on one contract of 100
bales. That bhas been my experience.
wrote mre last fall and begged me not to take 300
bales of cotton on contract for the reason that the cotton was unde-
girahle. 1 took the cotton, however, and was compelled to sell it back
on the exchange. No person wanting spot cotton would have a motley,
mixed lot like was given to me. If a person can not buy what he
wants on the exchange, then it {s a pure gamble, If a person can buy
what he wants on the exchange, then the exchanges can serve a useful
purpose ; otherwise they are pure gambling houses. The purchaser has
no say-so whatever at the present time as to the kind, quality, or grade
of cotton he receives. He is in the dark. He is buying something
and does mot know what it 1s. It is pure gambling. If I ecan buy
what I want on or through the exchange, then the exchange is usefnl.

You will do the country and especially the South the very greatest
service, and in my opinion the greatest that can be rendered the
South by making the exchanges deliver as nearly as possible what a
nmmn wants and buys.

Mr. DTAL. I want to state that the letter just read was writ-
ten by some one who does not live In my State and whom I do
not know. I never heard of him before.

I hold in my hand now a list, which I ask to have inserted
in the Recorp, showing the fluctuations of cotton for 20 years.
It is a table showing that the average high price was 20.58
cents, the average low price was 11.92 cents, and the fluctua-
tion, therefore, was an average of 8.68. The list shows that
often this commodity fluctuated over 50 per cent. This is very
enlightening and no doubt SBenators will be glad to have it in
the Recorp in order that they may read it

There being no objection, the table was ordered to be printed
in the REcorp, as follows:

Range of cotton prices for 20 years,
[{Based on official quotations for middling in New York.]

Highest. Lowest,
Calendar year. Range.
Month. Price. Month, FPrice.
Cents. | Cents.
885 4.85
6. 85 9.5
7.00 5.60
0.60 2.65
10. 60 295
2.00 3.2
0.25 6. 90
13.85 5.90
020 6.95
9.35 4.05
11.70 2.80
7.25 7.2
7.90 4.85
1L 20 9,70
a8 14.30 17.55
35 20 25.70 12. 50
40, 5 25.00 15,25
43.75 14. 50 20,25
21. 55 10,85 10. 70
26,80 16. 45 10.35
20,38 1L92 866

Mr. DIAL. Let any Senator study this list and see where
any other business in the world except farming would be if the
commodity floctuated in that manner. Where would a mer-
chant be if his merchandise declined 50 per cent in a month or
two? Where would any man .be, and how long could he stay
out of the hands of the sheriff, with one month of high price
and another month of low price, such as applies in the cotton
business. The worst part of it is that it discourages the people
of the whole South in the production of ecotton. There is no
common sense and no reason why a bale of cotton should bring
$10 less at 3 o'clock in the afternoen than it brought in the
morning.

Not only that, but we are killing the industry. Our people
can not long continue to raise cotton with such great uncer-
tainty. I was raised as a boy in the country, Shortly after
the Civil War the plantations were owned by people who Te-
sided upon them. Those people were out of debt. They owned
the land. They owned the stock. I never heard of a mortgage,
at least I have no recollection of hearing of a mortgage on a
farm, until I was almost grown. I believe the statistics show
that to-day 82 per cent of the farms of the country are under
mortgage. It is a difficult matter to find one that is not under
mortgage, and largely because of the cotton futures contract
law. We need to correct that condition. In the South we
have to correct our method of overproducing cotton, and we
should diversify and make the crops that we need to consume
on ithe farm. Then we will begin to be a prosperous people
again,

We legislate here and talk about legislation. I believe the
Committee on Agriculture and Forestry has been busy since
Christmas hearing evidence and trying to formulate some plan
to help the farmer. We get out a whole lot of nostrums here
encouraging the farmers to go on and produce. Some of those
things are very good, but they do not relieve the farmer of his
main trouble. It is just like paregorie, which is pretty good
for some ailments, but some of the remedies we pr here
would be like giving about two drops of paregoric to an elephant
for a pain. What we need in my country is to let our people
get a better price for what they produce. We can never stabil-
ize the price of cotton as long as this law remains on the
statute books. That is fundamental.

I am not asking for an appropriation of Congress, as most
bills here do. I am insisting that the people have a right to
have the law so amended that it will deal justly with them.
I am not even asking for a favor. But I fear the idea has not
percolated through the brains of some of my colleagues as to
the great injustice the law does the farmer. They say it is fair
between the buyer and the seller. I do not admit that; but,
for the sake of argnment, admitting that it is true, what I am
complaining about I can illustrate in this way: I go to a man
and say, “I hear you are selling wheat on the exchange.”
“Yes, sir.” “I.want to make a contract, and here is my check
for the market. What Is the price?” * Seventy-five cents a
bushel.” “I am delighted. I thought it was about a dollar.”
“Oh, no. I ought to tell you that my wheat is one-fourth
damaged and I am selling 3 pecks for a bushel.” *I thought
there must be something wrong, but the price is low and we will
let the trade stand.”

I am not complaining about that one transaction, because
the buyer and the seller know what they are doing. What I
am complaining about is that when that quotation goes out in
the afternoon paper as 75 cents a bushel for wheat it fixes the
price of the man's wheat in the country who only has 97
bushels. It does not tell the whole story. Here is a future
quotation which covers the price of “spot” cotton. It is sup-
posed to be the quotation of * middling ™ cotton, but it is not;
it is on the basis of *middling,” with a sliding option to the
seller to deliver any 1 or all of the 10 grades on contract,
a8 Is shown by the letter which I read awhile ago. That
future price, fixing the price of the spot commodity, ought to
be an honest price, a fair price, a mutual price, just as in the
case of any other commodity, but as it is now it works some-
thing like this: One goes to a store and says, “ I wish to buy a
yard of cloth. What is your price?” “Thirty cents a yard,
but I am only selling 30 inches to the yard.” *“I thought there
was something wrong, Your price is cheap.” I am not com-
plaining for the buyer, for he consented to it, but when the
quotation goes out that that cloth is selling at 30 cents per
yard and is only 30 inches to the yard, I want it to represent
30 inches to the yard. Otherwise it is a one-sided quotation,
as Senators will see; it is a depreciated quotation.

I can not see how any fair-minded people can insist upon
letting one of the two sections of the law remain. One is a
perfect section, and we ought to say to the exchanges, having
put section 10 into execution, they should be forced to observe
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it or not to operate at all. Mr. President, we ought to accom-
plish something that is real

To illustrate: Some time ago a farmer came into my office
and said, “ Driarn, we farmers can not exist any longer; we can
not continue to farm any longer paying the high interest rates
we pay.” I said, “All right; let you and I talk about this
matter and find out the trouble. How much interest do you

pay?"” “I pay 8 per cent.” “How much money have you bor-
rowed?"” “I have borrowed $400.” “How many plows do
you run?” “I run two plows.” “ How long did you borrow

that money for?” “I borrowed it for six months.” * How
much interest do you think you ought to pay?” “I think I
ought to pay only 6 per cent.” * How many bales of cotton do
vou make?” “I make 13 bales.” * Well, now,” I sald, “my
friend, I sympathize with you; do not go out of here and say
that I am in favor of a high rate of interest. That is a ques-
tion between the borrower and the lender, and you should bor-
row money for as cheap a rate of interest as you can, but let
you and I see where your trouble is. According to your state-
ment you pay 84 a year more interest than you think you
ought to pay on a two-horse farm. I want to get you a better
price for your cotton. I am satisfied, as surely as I am that
the sun shines, that I can get you 1 cent a pound more for
your cotton., That wounld mean $75. I believe, as firmly as I
believe that I am living, if this law be corrected we would get
vou at least 5 cents a pound more for ecotton, which would
me:in 8375 to a two-horse farmer. Now you can see where your
trouble comes in, not that I am in favor of a high rate of in-
terest ; in fact, I have been a borrower all my life, and I want
to get money for you as cheaply as I can. I wish to get it at
just us low a rate of interest as possible.”

I think, however, the trouble was that the farmer did not
diversify his farming and raise at home the things that he
ecould consume ; and, besides that, he did not get a sufficiently
high price for what he produced. The remedy for that, as
I staied at home on the stump, is for us to correct the wrong
that we perpetrated upon ourselves in raising too much cotton
and competing with ourselves, and in not pursuing a diversified
agriculture. For us to continue to permit the present law
practically to rob the people out of a large proportion of every
pound of cotton that they raise is inexcusable.

Mr. President, I said some time ago that, perhaps, the South
lost $1.000.000 a day by reason of this law. I realize that that
is an extreme statement ; that it sounds almost radical ; that it
sounds almost foolish; but I hope I am not given to making
such assertions. Let us see about that. Before the war the
average crop of cotton in the South was about 13,000,000 bales
a year. One cent a pound on 13,000,000 bales of cotton would
amount to $65,000,000; 5 cents a pound would be practically
$1,000,000 a day. The figures which I sent to the desk a little
while ago show that the fluctuation from the highest to the
lowest is 8.668 cents, which would amount to over a million
and a half dollars a day for every day of the year. Of course,
I do not mean that the planters can always sell their cotton
at the highest price; that would be a little bit extreme, but it
brings to the attention of the Senate some basis upon which to
calculate.

Mr. President, I am not going to take much more of the time
of the Senate, but I hope that the great Agricultural Com-
mittee of the Senate, composed of some of the ablest men in
this body, will get to work and bring my amendment back here;
or, if they can propose a better one to help the farmers of the
South, let them tear mine up and throw it in the wastebasket
and let us adopt another. I want this questlon disposed of; I
want it brought out and debated, and I am going to do every-
thing in my power to have it disposed of at an early date. If
we shall not do so, there will be no chance of getting it passed
at this session. I am not satisfied to sit here and wait on any
more delay or to walt on anybody else or any other organi-
zation. I feel that the representatives of the South in Con-
gress, although every man, of course, can act for himself, should
get together, hold meetings day and night, even on the Sabbath
if necessary, and agree upon a bill to help relieve our people
from the present iniguitous law.

Mr. President, it is a Chinese puzzle to people who never
heard of it before or to those who do not begin at the begin-
ning and follow the argument through, but it is just as simple
as a4 sum in arithmetic when you sit down and figure it out.
I have not seen a man yet who has given the matter honest at-
tention and who understands it but will agree that the present
Jaw is one-sided. Unfortunately not one man in 5,000 in the
country outside of the South and perhaps not one in a thousand
in the South knows a bit more ubout it than a fish knows about
t:?usiu They can not understand what is wrong until they know

e law,

If this principle were applied to any other commodity in the
world the same result would follow, namely, a depreciated com-
modity. Let me suppose a case, Mr, President. Assume that
the law provided that 10 grades of Iumber only should be deait
in on the exchange, if there were such a thing as a lumber ex-
change, and suppose I should go to my friend the Senator from
North Carolina [Mr. Sarmons] and say, “I hear you are going
to build a number of houses,” and he should say, “Yes; I am.”
Then I should say, “I am a lumber drummer; I have flooring
for §1 a hundred up to $10 a hundred; I want to sell you some
at graduated prices.” And suppose the Senator from North
Carolina should say in good faith, * Here is my check; put me
down for so many thousand feet of it.” Then, I come back next
week and say, “ I am going to ship that lumber to you in a few
days, but I am going fo send to you all of it in dollar a hun-
dred lumber.” The Senator from North Carolina says, “No; I
am building houses; I can not use that kind at all.” I reply,
“1 know that, Senator, but I am the seller, and under the Iaw
I have a right to select for delivery any one of 10 grades I see
proper, and I am going to give it to you in the sorriest grade.”
The Senator from North Carolina would say, * D1ar, that lum-
ber is only suitable to build barns and chicken coops with; I
will not have it. You, however, have my check, send the lum-
ber to some one else and save me whatever you can ouf of my
check.” I go around and sell it to some woodyard or other,
and go back and say to the Senator, “1I saved you a few dol-
lars out of your check. Let me sell you some more lumber.”
Then the Senator from North Carolina says to me, “ My friend,
you had not any right to deliver me all of the lumber which I
ordered in one grade which I could not use when I ordered
other grades. I object to you fixing the quality of the lumber
under the order which I gave, and I will not agree to buy any
more while you have a sliding option to deliver to me any
grade that you see fit.”

The same principle may be applied to hats or shoes or to any
other commodity in the world, and the same result would follow,
namely, a depreciated price. I care nothing for the maiter as
between the buyer and the seller of the contraet, if it can he
limited to them, but when the guotation which goes out on the
market fixes the price of the other fellow’s commodity he is the
man in whom I am interested. It ought to be a fair contract,
a mutual contract, a definite contraet, like any other contract
in the world. I am not trying to secure the passage of a radical
law; I am trying to correct a one-sided law,

It might be asked what have the farmers in South Carolina
got to do with the New York Exchange or the New Orleans
Exchange? What are they talking about? Let the farmer plow
and raise cotton for the world and let him get what he can for
it. What has he got to do with the exchanges? He has
nothing to do with them if we can keep the exchanges from
having something to do with him; but when the yardstick goes
out from the exchanges as the measure of the price of cotton it
ought to be a 36-inch yardstick. The quotation, however, which
comes from the exchanges 1s a false quotation; it is a misrep-
resentation. 1 do not say the buyers do it intentionally; but,
for example, a buyer might go to the Senator from North Caro-
lina [Mr. Simarons], who is a good farmer, and say, “1 hear
you have a hundred bales of cotton In the warehouse; do you
want to sell them?” * Yes, sir.,” “ What do you want for the
cotton?” “This morning the price was 34 cents a pound.”
“ Well, Senator, you are out of line; here is a quotation from
New York, received just 10 minutes ago, of 33 cents.” He
makes the Senator believe that is a quotation for middling cot-
ton on the New York Exchange delivered next month. I do
not say he tells a falsehood intentionally, but he misrepresents
the real fact and he misleads the seller. It is true that he has
that quotation; it is true that he can buy that contract at that
price if he can get his telegram and money there quickly
enough; but it is not true that he can get any one of the 10
grades that he desires; he has to take whatever grades the
seller offers, although he may not be able to use those grades
in his business generally.

Some one may ask, Is he not willing to take some other grade
at the market price? Is he not willing to pay the market
price? No; he is not willing to pay the market price for some-
thing he can not use. The Senator from Alabama [Mr. HeFrin]
may be willing to pay the market price for a hat that suits his
style and his beauty and is the right size, but he would not
buy a hat at the market price if it does not suit him; he would
not have it at the market price. Therefore no one will buy his
contract. No one will contract to buy cotton even at a fair
price not knowing what he is going to get under the contract.
It is so simple that it ean not be made more simple.

Mr. President, some one may say that the object of allowing
the seller to tender the contract in any one or all of the 10




2812

CONGRESSIONAL RECORD—SENATE.

FEBRUARY 20,

grades was for the benefit of the farmer, so that the farmer
could undertake fo sell his cotton before the harvest or even
before he planted it and then gather his cotton and sell it on
the contract, and say “ Here it is; take it.” I do not object
whether it is 10 grades or 15 grades. I merely want to specify
what is going to be delivered,

Let us see whether or not there is any virtue in the proposi-

tion. As the cotton men from the South know, not one man in
a hundred raises a hundred bales of cotton, which is the unit
of the exchange, and not one man in a thousand ever contracts
to sell his cotton through the exchange. I venture to say that
not one in ten thousand ever delivers a bale of cotton that he
grew himself through the exchange. I ran a warehouse down
near Columbia for twenty-odd years, and we handled about half
the cotton that came to my town, thousands and thousands of
bales every year, and I never heard of a bale being delivered on
a contract. I never heard of but one farmer in the South who
gold his cotton ahead and tried to deliver it on a contract.
That was a rich farmer in my adjoining county who sold 200
bales on contract here a few years ago, when the price was
very high in the fall, and gathered his cotton, and wrote to his
broker that he wanted to send him the cotton. The broker
replied, “ Why, man, do not ship cotten from South Carolina
to New York at a cost of about a cent and a quarter a pound.
Sell your cotton to some exporter or some mill, somebody who is
going to use it, and close out your contract.” That is what he
did; so, you see, that is a hollow mockery. There is no meat
in it. If you do provide a market, it is at a depreciated price;
and what we want is a fair price for what we raise,
I see the Senator from Connecticut here, and I am glad he is
here, and others besides; but I want to say to you all, and to
Senators from all over the United States, that this is not a local
question. It is a national question. I might say it is an inter-
national question. Here are these great exchanges, buying and
selling contracts in Liverpool. The prices of those contracts
affect New York and New Orleans, and in a few minutes they
affect the price down on my plantations. That being true, under
those one-sided quotations, those depreciated quotations, they
take the crop from us for less than it costs to raise 1t, and they
take the commodity out of the United States, make it up into
goods, and send them back here to compete with our own people.
‘When we have to sell it for less than it is worth, and often less
than it costs us, we are deprived of our ability to buy goods
from the other sections of the country. Therefore you are inter-
ested In the proposition,

Why, take this English crowd over here. Last summer they
came over here, two of them, representing the spinners and the
exchanges over there. They visited the South. Our people
treated them courteously, as they treat everybody. They looked
into the cost of this last erop, and they said that having pro-
duced it so cheaply and so economically, and our people having
worked =0 hard, 12 cents a pound would be a good price for it.
The harder our people work, and the more numerous the boll
weevils get, and the more we deprive ourselves of things, the
more this law operates against us and the more the manufac-
turers of the world are allowed to buy what we raise for less
than it costs us. Senators, I believe in keeping some people out
of this country—some of the ignorant folks and the vile folks—
but I do not think we will make much of a mistake in keeping
out of this country the class I have spoken about. I know who
they are; I have the names in my desk here; and I know to
whom they made this remark; and yet you men sit here and
allow this one-sided law to remain on the statute books.

Senators, if I had my way, I wonld serve notice that we
would stop every spindle in the country until this law was
corrected. The idea of having an exchange with this one-
sgided proposition to it! You do not have any exchange at all
for wool, and the price of that has been steady. You do not
have any for iron and coal and steel and lumber and wool and
various other things.

In conclusion, my friends, I am going to give you just one
more illustration :

In 1920 we made in the United States less than 13,000,000
bales of cotton, and yet on the New York and New Orleans
exchanges, outside of Liverpool, Bremen, Havre, Alexandria,
and plenty of other exchanges in the world, they sold contracts
amounting to over 128,000,000 bales of cotton, and they deliv-
ered about 350,000 bales to this country—I mean the two ex-
changes of this country.

Mr. President, by reason of this indefinite law men will sell
contracts much cheaper than they otherwise would. We are
fussing now about the supply and demand, about some fizures
as to the supply that have been doctored up, and we are trying
to correct them, and I hope we will; but what use is there in

finding out whether the Government has made a mistake or .

forced n balance by about 579,000 bales when on the New York
exchange they can put up that many contracts in one afternoon?

Now, Senators, listen: Let us suppose that every mill in the
world has contracted for all the cotton it needs for 12 months,
Let us suppose, then, that all the people in the world have
bought all the shoes they need for 12 months, or all the hats
they need. Let us suppose they keep on auctioning off cotton
every day in the year, as they do now.

Let us suppose that they commence to auction off shoes, and
continue through the 12 months of the year auctioning off
shoes: Would not the price of the shoes and the cotton that
they auctioned off go down if everybody had contracted for all
he wanted? Would not the price of the commodity that we had
on hand, the cotton and shoes that we had on hand, go down?
You can not stimulate consumption to more than a small extent,
but there is no stop to the selling. If the New York exchange
wants to buy a thousand bales of cotton, they have the cotton,
or they will say, “ Just wait a minute, and I will have it,” and
10,000 bales will be offered for sale, and 20,000, and 100,000, and
200,000. I saw the other day where one man sold 100,000 bales
of cotton, and I doubt if he ever saw a bale of cotton in his
life; and he broke the market a hundred points, $5 a bale,

Senators, does it take any smart man to see that if that man
had to specify the grade of cotton that he was contracting to
sell, he would fix as low a price on that as he would when he
could contract to sell cotton, and that meant that he could pick
out any one or all of 10 grades, as he saw proper? Does he
not contract to sell it for less all the time, and does-not that
price fix the price of Bill Jones and Sam Smith down in
Laurens County, where I live? That is what I am talking
about.

Senators, I want to be kind, but I am going to bring this
matter to a head at the earliest possible date. I should be a
traitor to the memory of my old father, who was one of the
best farmers In the upper part of South Carolina, and who
taught me this principle, if I did not try to correct the present
condition.

Mr. President, I shall not take up any more time at present.
I hope to make a speech on this matter in a few days: and,
while I know it is a little unusual, I want to say to the Sen-
ators that if they will come in and take seats and listen to me
for 45 minutes, T do not think I will open my mouth on cotton
again during this session, or perhaps the next.

APPENDIX.
EFFECT OF SELLER'S OPTION CONTRACT ON PRICES TO PRODUCER.

The cotton futures act, for the ordinary seller's option contract,
grants the seller of a contract for future delivery of cotton the option
of delivering any one or more of 10 grades, the money payment
being adjusted to equalize the difference in wvalue, and also the option
as to the day of dellvery in the delivery month. The commission
believes that the eflect of these options on the part of the seller, as
distinguished from the buyer, i8 generally to make the futures price
lower than it probably would be if corresponding buyers' option were
used instead. The seller is given a right by law to determine under
the contract both the time of delivery in the dellvery month and the
grade of cottom, and no corresponding contract is provided for with
options for the buyer, although provision is made for contracts for
delivery of specific grades in the law (which latter provision is practi-
cally never used). While a balance between buyers and sellers with
respect to wvalue of grade contracted for and grade delivered under
present methods may be made by a money payment, the element
of quality of goods sold and the option of the seller to choose the
gqualities delivered may affect the futures price,

While traders In futures under these scllers’ option contracts may
be able to take care of themselves In this matter, and thus the situa-
tion may be equitable as between buyers and sellers of futures merely,
the matter of fundamental Importance is the relation between future
prices and cash prices. PBoth in New ‘Orleans and New York there
is generally an absence of parity between daily spot prices reported
to the Department of Agriculture and daily clesing future prices as
recorded by the exchange throughout the month of the maturity of
the future contracts. This is not an entirely satisfactory basis of
comparison; a better test would be the daily average spot quotation
of middling vupland cottom of average staple or quality and the daily
average future guotation. In the last three years the future, accord-
ing to the best data now available, however, has been generally lower.
But a part of the difference may be duve to differences in staple, ete.,
of the spot cotton compared with that which i{s dellvered on future
contracts. Buch delivery-month discounts, from whatever eause due,
probably are reflected also in the general spread between cash and
foture prices in prior menths., This situation, for the reason stated
in the next paragraph, may have a tendency to affect unfavorably
the prices received by producers of cotton.
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Future prices made om the exchanges are more broadly dlsseml-
nated than spot prices, partly because of the interest in them of &
broadly distributed speculative publle, and partly because the future
price is more standardized or easier to describe adeqnately for com-
mercial purposes. Spot prices are largely gquoted on the basls of
futures (L. e, so much on or off), and probably they are absolutely
influenced by them to some extent. Competition may compel the
local buyer to pay a better price than the futures seem fo warrant,
but the small-town dealer is generally not so well informed as the
large buyer of the actual character of the connection between Bpots
and futures, and the producer may not fully appreciate the apparent
tendency of thie future prices to fall short of parity with spot prices.
Under these conditlons the price received by -the producer, who has
actual cotton to sell in the spot market, would logically seem to be
unfavorably affected.

THE YOLUME OF FUTURE TRADING AND OF DELIVERIES.

The following statement shows for specified years the volume of
trading in cotton futures on the American cotton exchanges:

Exchange. w1819 | 1919-20 | 19201 | 19722
Bales. Bales. Bales, Bales.
New York Cotton Exchange... ... 78, 169, 800 | 73,833,800 | 67,755,600 | 78,381,700

i’;]w e:;tea&s;(fatmn Exch.aﬂsn--. 34,100,000 | 49,148,700 | 34,500,500 | 40,701,700
erican ton Exchange (New
o i oy SRR SR SR B S SRES 490,910 | 2,165,850 B, 572,410

TOtal. ... - eeseeenensnsnnns|107, 200,800 (122,072,910 [104, 433,850 | 124,635,810
Total United States crop i........ 11,006, 450 | 11,325,532 | 13, 770,970 | 7,977,778

! Running bales, counting round as hall bales, as reported by the Bureau of the
Censtts. “Cotton Produetion i the United States—Crop of 1921, p. 2

The total volume of future trading on the three exchanges ranged
(In the four-year period 1918-1922) from 104,433,950 bales in 1920-21
to 124,635,810 bales in 1921-22. The statement clearly shows that
the New York market is the one most frequently used for trading in
futures.

The following statement shows the volume of deliveries on future
contracts on the New Orleans Cotton Exchange and on the two cot-
ton exchanges at New York:

Exchange. 1919-20 1920-21 1921-22
M| B | P
New York Cotton Exchange. .....ccecceceecns
New Orleans Cotton EXCHANES. . ...0.veneuren- 36,100 | 112,100 101, 400
American Cotton and Grain Exchange........ 350 1,300 500
¢ R e R R s Lt 120, 450 379,300 648,700

As shown by the statement, the guantity of cotton delivered on
foture contracts at New York and New Orleans ranged (In the three-
year period 1919-1922) from 120,450 bales in 1919-20 to 648,790
bales in 1821-22. The volume of deliveries. at New York greatly
exceeded those at New Orleans.

Mr. SMITH. Mr. President, my colleague [Mr. Drar] has
been disecussing this morning a proposed amendment to the
cotton futures act. I believe the Recorn will disclose the fact
that I introduced the original bill that ultimately was amended
and finally became what is now the cotton futures act. From
time to time I have offered and had adopted by the Senate
certain amendments modifying that law as experience in its
administration and the purposes for which it was passed were
made manifest, and the lines on which those purposes might be
accomplished were indicated.

I am not going to take the time to-day to make extended
remarks about this law. I know that the matter is so tech-
nical, in spite of the fact that it deals with a raw material
from the farm, that even those on the floor do not understand
the market processes. It is sufficient for me to say just now
that I do not want the impression te go abroad——

Mr. DIAL. Mr. President——

The PRESIDING OFFICER (Mr. Moses in the chair). Does
the Senator from South Carolina yield to his colleague?

Mr. SMITH. I do.

Mr. DTAL. I made no criticism of my colleague. I stated in
my speech that the framers of this law deserve great credit,
not only in the South but everywhere in the United States. It
improved the old custom wonderfully. I am not criticizing the
law. I know that they did all they could at that time; but the
exchange does not carry out the law.

Mr. SMITH. Mr. President, I just want to state that even
under the present form of the law, when the faets are divulged,
I do not consider the present law one-gided; but all of that I

shall go into at the proper time and place, This law in its |

operation, though I believe there are certain amendments that
wonld have a tendency to enable those who buy to be more cer-
tain as to delivery, is not the primary cause, nor perhaps the
test cause, for the present condition in the cotton market.
t i1s not the nature of the cotton that they sell, but it is the
fact of their power of unlimited short selling. I think I shall
be able to convince the Senate when this matter comes before it
that in the 10 grades that are now admissible to be delivered
under the contract, according to the investigations of the de-
partment, there is no appreciable difference at all in the yarn
and in the cloth made from the so-called different grades. I
think the manufacturers of cetton goods of this country will
substantiate that statement; and the difference in price is
purely an arbitrary one, of course, for the benefit of those who
ultimately consume the cotton.

I just wanted to rise at this time to say that at the proper
time I will undertake to make as clear a statement as I can
make as to the present operation of the law. I hope to put
samples on my desk from the grades now admitted under con-
tract, with the same length of staple, and prove that cloth
made of cotton from the lowest to the highest grade is
identically the same, and the yarn is the same. The only dif-
ference in the grades Is the amonnt of foreign matter incident
to conversion, and that is easily calculated. So that a mill
buying a basis middling, and getting some of all grades, or
any one of the grades, can make the same yarn if the cotton
is of the same length of staple. I shall undertake to show
what was demonstrated by Government experiment under an
appropriation made in response to a motion of mine, which I
think was $50,000, when the Government took every grade of
cotton, from the lowest to the highest, and spun it into the
same count of yarn, under the same conditions, and tested ifs
tensile strength here in the department of welghts and meas-
ures; then bleached it and compared its reaction to the bleach-
ing process; then wove it into cloth, both brown domestic and
bleached, bleaching both of the cloths after they were made
from the yarn; then tested under the experts as to the dif-
ference in the cloths made from cotton of the same lengths

of staple, regardless of grade. The result of the experiment.

was that the cloths were shown to be identically the same.
So that low middling, the lowest grade delivered now, and
middling fair, the highest grade delivered, made identically the
same ecloth and the same yarn. I want to demonstrate, by
keeping up these experiments, that the whole South has been
bunkoed, not by the New York exchange alone—though God
knows they did enough—but by an arbitrary fixation of a
difference that does not exist, and would not stand the fest of
a constructive investigation by the Department of Agriculture.

A mill may seek to buy basis middling, but receive every
grade, with the same length of staple, from low middling to
middling fair, and it will make identically the same yarn and
identically the same cloth with all the grades.

Mr. RANSDELL. It can do that on specific as well as on
future contracts.

Mr. SMITH. It can do it on specific as well as on future
contracts. If I were to buy a contract in New York, basis
middling, and the next day served notice that I would demand
specifie folfillment of my contract, and they should deliver me
10 bales of each grade with the same length of staple, I could
take it into my mill and the yarn and the cloth produced
from all those grades would be identically the same.

Mr. DIAL. Mr, President—

The PRESIDING OFFICER. Does the Senator from South
Carolina yield to his colleague?

Mr. SMITH. T yleld.

Mr. DIAL. Did I understand the Senator to say that there
would be the same waste in each grade?

Mr. SMITH. No; I say that by a series of experiments we
have made there is shown to be a difference; but it is very
slight. They make a difference between middling and low mid-
dling of as much as $10 to $15 a bale, when, according to experi-
ments in the department, the waste in conversion was about 4
per cent greater in one grade.than in the other.

Mr. FLETCHER. Permit me to ask the Senator this ques-
tion: If the lowmiddling and the middling fair graded make the
same kind of cloth, why should the spinner buy the middling
fair at all? L

Mr. SMITH. In the trade the short cotfon is known as Up-
land. You could get from seven-eighths inch up to 1§ inches;
but I said that in my experiments we took cotton of a uniform
length of staple, which has been emphasized more in the last year
than ever before. A mill will buy to-day low middling 1 inch as
readily as they will buy middling fair 1 inch. Of course thera
is an arbitrary difference in the price hy virtue of the color,
but they are getting away from that in their Increased knowl-
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edge of cotton. When they staple their cotton and find that it
is a uniform inch staple they have little regard to the color.
Of course they have some regard to the foreign matter, because
the leaves and the trash in it can not all be eliminated in the
combing, and in the twisting any little foreign particle will keep
the twist from tightening and cause a break in the yarn. There
is a difference there. But if the cotton is picked carefully, the
arbitrary difference in coloring has nothing to do with it, and
the only difference is the small per cent in the form of waste
incident to conversion. When we have experimented sufficiently
to confirm the fact I shall introduce an amendment requiring a
dellivery of the same length of staple regardless of the grade
otherwise.

I would just like to say, in passing, Mr. Presldent, that we
get a wrong idea when my colleague and others present as an
argument the fact that when I buy a pair of shoes I specify
the shoe I want. That is true, because a shoe Is manufac-
tured according to a rule; but when you want to buy the hide
out of which the shoe is made you would find that was not
manufactured, and you can not definitely and specifically
determine whether the hide is a calf hide or a cow hide, or a
bull hide, or 1 year old or 8 years old. You buy the hide and
manipulate it and make the shoe. You can not put that into
the same classification in which you put the finished article;
but once you have them in your hands, you can make a good
shoe out of a cowhide and you can make a good shoe out of
calfskin.

The same illustration applies to lumber. When I manufac-
ture lumber I class it, but when I buy timber I do not. We
can make No. 1 and No. 2 out of the same tree. That is the
radical difference. When you are buying what nature makes
you can not buy according to a fixed rule, but when you buy
what man makes you will find that he makes it according to
a rule and makes it in quantity. That is the difference.

I want to say, Mr. President, before I take my seat, that
we have before the Committee on Agriculture and Forestry
a bill looking toward the temporary relief of the farmer by the
Government, assuming temporarily the office of a wunified
buyer, acknowledging the fact that the manufacturing ecapital
of this country exists under organized form, keeping prices
up, even though they have to curtail production, while the pro-
ducer of the raw material is ruined in every department of
agriculture.

It is proposed in the bill now before the Committee on Agri-
culture and Forestry that the Government shall go in and take
the place of a unified buyer and seller until they can raise the
price of wheat to where the wheat dollar will be on a parity
with the manufacturer's dollar; until the farmers of this coun-
try can so organize themselves that they may name the price
of their products, and when the freight is high add the freight,
and when farm labor is high add Tarm labor; in a word, add
the cost of their production in the selling price and pass on to
others what is necessary to make others pay what the farmers
are giving. If that can be accomplished, their condition will
be better than it is now,

This Is an age of organization. The logic of events spells
organization. The radio, the telegraph, the telephone, our
method of rapid transportation of commodities have obliter-
ated time and space, and made it possible for aggregated capital
and brains to control the markets of the world. I challenge
any Senator on this floor to go into any store in the city
of Washington and put his hand on any article of ordinary
commerce that is not made and controlled by an organized
trust, or an organized productive agency, fixing the price and
the amount of the commodity that will be put on the market.

What we need to-day is not an effort to regulate the other
man’s business, but to give the farmers of this country the
same chance to regulate their business, and make it possible
through our financial system to recognize that their methods
of production differ from those of the artificial producer,
namely, the manufacturer, and accommodate them with a sys-
tem of finance that will adequately meet the peculiar conditions
of their production and give theni the same chance that others
have to use the money until they have disposed of their
products,

Let us stop to consider that a manufacturer makes a crop
every day and disposes of that ecrop every day, and controls
that ecrop, both as to quality and quantity. He can curtail
at his pleasure, or he can increase at his pleasure, while the
farmer, when he has invested in fertilizer and in the prepara-
tion of his soil, and planted his seed, loses control both of
quantity and quality, and has to wait for 6 or 8 or 9 months
to produce at one time throughout America a product that
is to last for the nmext 12 months.

It has been said that the farmer needs 12 months’ credit,
that it takes him 12 months to turn over his investment. It
takes him 24 months to turn it over; 12 months to make the
crop and 12 months to dispose of it. We should devote our-
selves to the fundamental question of enabling the agrieultural
interests of this country so to organize themselves as.to meet
the organized prices of those who manufacture.

Mr. DIAL. Mr. President, I would like to ask the Senator
a question before he takes his seat. We are trying to get an
amendment to the cotton futures contract law. The Federal
Trade Commission still has this matter under advisement. As
1I understand, the 10 tenderable grades are enumerated in the
aw,

Mr. SMITH. They are.

Mr. DIAL. If there Is no appreciable difference between some
of these grades, then would it or not be advisable to eliminate
them from the bill? Would that be practicable? I am trying
to get at a solution of the -question.

Mr. SMITH. I want to suggest to my colleague the follow-
ing amendment, that no grades of cotton shall be tendered
that are not umiform in staple. I think that would end the
whole difficulty. Provide that the 10 grades that are now
tenderable shall be classified according to staple. =

Mr. DIAL. I hope we can amend the law in some way to
give relief.

Mr. RANSDELL. Mr, President, I do not intend to discuss
this question at length now, but, like the two Senators who have
just addressed the Senate, promise that later on, if I can get
an audience, I will discuss it pretty fully. It is an interesting
subject.

One of the greatest men in this country, the late Chief Justice
Edward D. White, discussed this subject very fully in the
Senate in July, 1892, nearly 32 years ago, when he made one
of the most remarkable speeches ever delivered on this floor,
This subject of dealing on cotton exchanges has been discussed
a great many times gince then, Mr, President and Senators, and
I predict it is going to be discussed a great many times in the
next 32 years.

Mr. CARAWAY. Mr. President——

The PRESIDING OFFICER. Does the Senator from Louisi-
ana yield to the Senator from Arkansas?

Mr. RANSDELL. I will yield in a moment. I further pre-
dict that Congress is not going to destroy the cotton exchanges
of the Union. We may regulate them. They should be regu-
lated whenever they do anything wrong, but I do not think
we should destroy them, and, as I understand, the bill proposed
by the Senator from South Carolina would destroy them. I
now yield to the Senator from Arkansas.

Mr. CARAWAY. All I was going to say to the Senator from
Louisiana was this: I have a bill pending before the Committee
on Agriculture and Forestry. If he willl help me to have it
reported, we will put an end to all the necessity for this talk
here and save much valuable time and be of real help to the
farmers. ;

Mr, RANSDELL. I shall be glad to give careful considera-
tion to the Senator's bill. I can not make him any promise until
I have digested it better.

Mr. CARAWAY. The Senator promised to vote against it
some time ago, but I thought perhaps he might have changed
his mind.

Mr. RANSDELL. I probably would give the same promise
after I had examined it more closely.

Mr, President and Senators, this question was up in the last
Congress. The Senator from South Carolina [Mr. Dran] pre-
sented it very forcibly to the Committee on Agriculture and
Forestry. He insisted upon a report on his bill, and finally
got a report on the calendar day of July 31, 1922—a unanimous
report against the bill. It is very brief, and I ask to have it
printed in 8-point type as a part of my remarks.

The PRESIDING OFFICER, Is there objection? DBut the
Chair must remind the Senator from Louisiana that under the
regulations adopted by the Joint Committee on Printing it may
not be printed in 8-point type.

Mr. RANSDELL. If it is against the rule, of course, I do
not ask it.

The PRESIDING OFFICER. Without objection, the report
will be printed in the Recorp as a part of the Senator's re-
marks,

The report is as follows:

[Senate Report No. 841, Bixty-seventh Congress, second session.]

TO AMEND SECTION 5 OF THE COTTON FUTURES ACT,

Mr. RANSDELL, from the Committee on Agriculture and Forestry, sub-
mitted the following adverse report to accompany Senate bills 385
and 3146 :
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* The Committee on Agriculture and Ferestry, to which was referred
the bills (S. 885 and 8. 3146) to amend section § of the cotton futures
act, approved August 11, 1916, as amended, having carefully considered
the bills, respectfully reports them back with an unfavorabla recom-
mendation, Both bills are attached hereto and made part hereof.

These bills have a common authorship, S. 8146 being in the nature
of o substitute for 8. 385, and broadly stated are Intended to revolu-
tionize the method of trading in cotton for future dellvery as new con-
ducted under the supervision of the United States Department of
Agriculture.

Your committee wishes to emphasize ﬂ;e fact that with the solitary
exception of their author, net a witness appeared in support of these
bills from the time the hearings started on Friday, January 20, until
they closed on Friday, June 2, although ample opportunity was afforded
everyone interested to be heard.

Iu striking conmtrast with this shewing, some of the most repre-
sentative planters, spot-cotton merchants, exporters, and bankers from
the cotton-producing States either appeared in person or motified the
committee im writing of their unalterable opposition to these bills.
Resalutions were recelved from the spot-cotton exchanges located
throughout the South, whese members were no less emphatic than the
witinesses for the New Orleans Cotton Exchange in oppositien to these
bils, or to any material change in the future contract now operating
under the supervision of the Secretary of Agriculture. And finally,
representatives from the Department of Agrieulture, which is pri-
marily concerned with the welfare of the small cotton farmer, appeared
before the committee and placed the stamp of the ungualified disapproval
of the Department of Agriculture on 8. 385 and 8, 8146.

The evidence adduced by the committee developed that the contract
delivery systém as conducted on the New Orleans Cotton Exchange
consists of the buying and selling of cotton for future delivery under
the United States cotton futures act, as amended March 4, 1918, and
regulations of the SBecretary of Agriculture pursuant thereto.

The contracts are known as section 5 contracts, as that section of
the United States cotton futures act and the regulations of the Secre-
tary of Agriculture constitute the limitations thereof. These provide
that—

All contracts made for future delivery on any exchange, board of
trade, or similar institution or place of business not in conformity with
the United States cotton futures act are subject to a tax of 2 cents per
pound ;

The contract must specify the basls grade of the cotton lnvo}ved,
which shall be one of the 10 grades for which standards are established
by the Secretary of Agriculture; middling shall be deemed the basis
grade if no other grade be specified in the contract;

All cotton dealt with shall be of or within the grades specified by tha
Seerctary of Agriculture;

Cotten delivered on such contracts above or below the basls grade
must be settled for at actual commercial differences above or below the
contract price for the basis grade;

No cotten shall be delivered that is below low middling or that is
reduced below the value of low middling because of defects, ete., and
is of less than seven-eighths of an inch in length of staple;

Tenders on contracts must be the full nomber of bales involved or
the equivalent weight thereof, and the person making the tender shall
glve written notice five business days before delivery to the receiver,
and in advance of final settlement must furnish the receiver a written
notice or certificate stating the grade of each individual bale and by
means of numbers identifying each bale with its grade;

All cotton delivered must be classed in accordance with the classifi-
cation, made under the regulations of the SBecretary of Agriculture, by
officers of the Government designated by the Becretary for that pur-
pose.

Under the authority vested in it the Department of Agrienlture has
standardized epinnable cotton temderable on couiracts into 10 grades,
and subject to the above regulations cotton tendered on future delivery
contracts is inspected and classed by Government officials who Issue
certificatea therefor; in other words, under the law the Government
becomes & party to the final settlement of the contracts, Insuring the
houesty, correctness, and uniformity of such deliveries.

The author of 8. 8146 says frankly that both the old custom, under
which future trading in cotton was developed, and the present statute
“have always been wrong,” and in Heu of the present law and the
regulations promuigated thereunder by the Secretary of Agriculture he
would divide 9 grades Into 8 grades, to wit, A, B, and C, with 3
grades In each class, and make the middle class the basis, with a dis-
count for a grade below and a premium for a grade above, He can
see no objection whatever to this proposition which limits the tender of
the seller from 10 grades to 3 in a given contract ; he would require the
gpecific grade to be specified at the time the contract is made; and,
finally, he wounld allow the purchaser and the seller of a contract to
each select half of the quantity; but in order to avert the possibility
of a corner, either up or down, let them divide each half equally in 2
or even 3 grades,

As hag been stated, with the exception of the author, not a solitary
advocate of this plan appeared to urge its’ substitution for the exist-
ing law. It was pointed out, however, that the present law permits
the trading in specific grade contracts under section 10, although sach
contracts are nmever made across the future ring and such contracts
are stronger than those provided for in S. 31486.

With the exception of the author, every witness heard orally and
every communication received by mall from representative cotten inter-
ests condemned that feature of 8. 3146 which wonld reduce the mumber
of grades allowed in the future contract from 10 to 3. The spot
merchants who deal directly with the growers pointed out that their
purchases mecessarily covered a wide range, embracing some 20 eor
more grades known to the spot trade, and if they were compelled
under this bill when selling futures to insure these purchases, to be
limited in those future contracts to only 2 or 8 grades, them the
fature contract used as a legitimate hedge or Insurance would cease
to function.

But by far the more vigorous attack upon the proposition to reduce
the number of grades and revise the form of contract came from rep-
resentatives of the United States Department of Agriculture.

It was pointed out that the present law calls for ene form ef con-
tract, which is the basis of all transactions, and provides a continuous
market that the spot-cotton trade argues from. It was problematical
if the volume of business could be reduced and still provide a con-
tinuous market; yet the bill under consideration proposed to divide
the present form of contract up into three. If this were dome, then
the volume of business would be cut into fractions of its present size,
or there would be a tremendous increase in business to provide the
same volume of business in any one of these three forms of contract.
The opinion of the departmental spokesman was that the trade would
not adopt three forms of contract; and the fact was stressed that the
adoption of any form of contract which would reduce the number of
tenderable grades would vastly increase the number of bales annually
left on the hands of the * aggregate producer.” As an illustration of
the awful menace threatening the smaller farmer which 1s Involved In
any plan which would reduce the number of gradea tenderable upon
future contracts the department pointed out that in the comparatively
recent past, when the Senate called upon the Census Burean for fig-
nres showing the quantity of spinnable cotton on hand, it was shown
that there was in storage in the warehouses of the country cotton that
was nntenderable on future contracts to the extent of 24 per cent of
the total.

The game unanimity of adverse oplnion was expressed by all branches
of the cottom trade upon the third and remaining feature of the bill,
which provides that the purchaser and the seller of a contract each
select half of the gquantity involved in the contract. The effect of this
arrangement, it was contended, would be to restrict the contract to a
point where the spot-cotton merchant could not make use of it in con-
nection with his business, and trading in futures as a hedge or insur-
ance for legitimate business transactlons would be automatically dis-
continued.

As disclosed by their titles, neither 8. 885 nor 8. 8146 were Intended
to suppress the twop exchanges in this country where future contracts
In eotton are dealt in, irrespective of what their ultimate effect upon
the trade might be. But in view of the very general interest that has
recently been manifested in the subject of future trading in agricul-
tural products, and because of the attention that has been bestowed
upon certain phases of the questlon by the judicial as well as the
legislative branch of the Government, the committee decided to com=
duct a broad and comprehensive inquiry in the operation of the cottot
futures act as amended.

It is believed that the hearings, embracing a velume of 175 pages,
will prove a valuable and timely contribution to the informatien on a
subject that promises to engage the attention of Congress for soma
time to come.

The witnesses from the various cotton States, and who were very
largely engaged in the spot-cotton business, are recognized throughout
the trade as qualified to speak for the interests they represented.

The communications from the New Orleans Cotton Hxchange dealing
with the other phase of the cotton trade are from officials of that
fnstitution whose long and distingulshed service in the cause of future
trading have made their names household words thronghout the civi-
lized world wherever cotton future contracts are traded in,

The committee has also deemed it advisable to include in the hear-
ings, for the convenlence of those who wish to study thls guestion, a
summary of the exhaustive discussion of the Comer amendment to the
cotton futures act on the floor of the Benate Friday, April 80, 1920,
by Senator JosgrH E. RANSDELL, of Louisiana, together with the speech
of Hon, Edward D, White, of Louisiana (subseguently Chief Justice
of the Supreme Court of the United States), in the Senate of the
United States, Thursday, July 21, and Friday, July 22, 1802,

[8. 885, Bixty-seventh Congress, first session. By Senator Diin.]
A bill to amend section § of the United States cotton futures sct,

approved August 11, 1018, as amended.
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Be it enacted, ete., That section 5 of the United States cotton futures
act, approved August 11, 1916, as amended, be, and the same hereby is,
amended as follows :

In the fourth subdivieion of section b of sald act insert “(a)" after
“fourth,” and before * provide,” and add at the end of such fourth
subdivision :

“(b) Provide that unless cotton in the basic grade be tendered in
settlement of such contract, the buyer shall have the right to demand
that one-half of the amount deliverable under the contract shall be
delivered in egual quantity in two grades, to be specified by him, and
that the seller shall have the right to tender one-half of the amount
deliverable under the contract in equal quantity in two grades to be
gpecified by such seller.” .

The foregoing amendments shall be effective on and after the thirtl-
eth day after the approval of this amendatory act, but nothing herein
shall be counstrued as applicable to contracts entered into prior to the
effective date of this amendatory act or to affect rights acquired or
powers exercised thereunder,

LI

[S. 3146, Sixty-seventh Congress, second session, By Senator DIAL]

A bill to amend section 5 of the United States cotton futures act.

Be it enacted, ete., That the second subdivision of section 5 of the
United Btates cotton futures act, approved August 11, 1916, as amended,
Is amended to read as follows: :

“ Becond. (a) Bpecify as the class of the contract onme of the fol-
lowing classes:

“Class A, which ghall include only middling falr, strict good mid-
dling, good middling, and striet middling grades.

“Class B, which shall include only strict middling, middling, strict
low middling, and good middling yellow tinged grades.

* Class C, which shall include only strict low middling, low middling,
strict middling yellow tinged, and good middling yellow stained grades.

“(b) Specify the basis grade for the cotton involved in the contract,
which shall be one of the grades for which standards are established by
the Becretary of Agriculture, and which ghall be one of the grades
included within a class in paragraph (a) of this subdivision; the price
per pound at which the cotton of such basis grade is contracted to be
bought or sold ; the date when the purchase or sale was made; and the
month or months in which the contract is to be fulfilled or settled.

“{e) If no other class is specified in the contract, or in the memo-
randum evidencing the same, the contract shall be deemed & class B
contract. 7

“(d) If no other basis grade be specified in the contract, or in the
memorandum evidencing the same, good middling shall be deemed the
basls grade incorporated inte a class A contract, middling shall be
deemed the basis grade incorporated into a class B contract, and low
middling shall be deemed the basis grade incorporated into a class C
contract.”

BEC. 2, That the third subdivision of section & of such act is amended
to read as follows:

“Third. Provide that the cotton dealt with therein or delivered
thereunder shall be of or within the grades for which standards are
established by the Secretary of Agriculture, and of or within the grades
included within the class so specified or incorporated as the class of the
contract, and that cotton of any other grade or grades shall not be
dealt with therein nor delivered thereunder.”

Sec. 8. That the fifth subdivision of section b of such act, as amended,
is amended to read as follows:

“ Fifth. Provide that cotton that, because of the presence of extrane-
ous matter of any character, or irregularities or defects, is reduced in
value below that of strict middling in the case of a class A contract,
strict low middling in the case of a class B contract, or low middling
in the case of a class C contract, the grades mentioned being of the
official cotton standards of the United States, or cotton that is less than
seven-eighths of an inch in length of staple, or cotton of perished
staple or of immature staple, or cotton that is *gin cut’ or reginned,
or cotton that is * repacked’ or *false packed' or ‘mixed packed® or
‘water packed,” shall not be delivered on, under, or in settlement of
such contract.”

8EC., 4. That the second paragraph of the seventh subdlvision of sec-
tion 5 of such act, as amended, Is amended to read as follows:

“ The provisions of the third, fourth, fifth, sixth, and seventh sub-
divisions of this section shall be deemed fully incorporated into any
such contract if there be written or printed thereon, or on the memo-
randum evidencing the same, at or prior to the time the same is
gigned, the phrase ‘ subject to United States cotton futures act, section
B, class A,’ if the contract is a class A contract, or the phrase ‘ subject
to United States cotton futures act, section 5, class B,’ if the contract
is a class B contract, or the phrase ‘subject to United States cotton
futures act, section 5, class C,' if the contract is a class C contract.”

Sec, 5. That the provisions of this act shall be effective on and after
the thirtieth day after its passage, but such provislons shall not be con-
strued ms applicable to nor as affecting any right, power, privilege, or
immunity under any contract entered into prior to such day.

Mr, DIAL. Mr. President——

The PRESIDING OFFICER. Does the Senator from Loui-
siana yield to the Senator from South Carolina?

Mr. RANSDELL. I yield.

Mr. DIAL. I would like to ask my fair and able friend
from Louisiana to state the facts as he goes along and not to
forget them. The reason why the committee reported my bill
unfavorably during the last session was because I had intro-
duced the new measure which is pending now. The bill to
which the report refers was the one that was antiquated, and
the one supplanted by the new bill. When the committee made
no report I asked on the floor of the Senate that they make a
favorable report if they would—if a majority of them were
favorable to it; if not, to report it without recommendation ;
and if they would not do that, to report it unfavorably. I
thought I was so liberal that they would certainly report it
without recommendation until my distinguished friend from
Louisiana, on behalf of the committee, reported it unfavorably.

iIttsumet that is not a fair statement of the action of the com-
mittee,

Mr. RANSDELL. The report speaks for itself. We had
before us two bills introduced by the Senator from South Caro-
lina, as I understood it, one of them being the identical bill
that is now before us.

Mr, DIAL., That is correct,

Mr. RANSDELL. Possibly the Senator has changed that
one, but I do not think so.

Mr. DIAL. No; I have not changed it.

Mr, RANSDELL. I thought it was before the committee at
that time and was made a part of the report. The report
speaks for itself and will show which bill was before the com-
mittee,

Mr, DIAL. Most of the report had reference to the bill
which I had withdrawn, and there is a little bit of it that refers
to the particular bill now before us.

Mr. RANSDELL. It was a report on the two bills.

In the early part of last year the present chairman of the
Committee on Agriculture end Forestry, the senior Senator
from Nebraska [Mr. Norris], knowing there was a great
deal of interest in the sulbject of cotton futures and cotton ex-
changes, introduced and had passed a resolution requiring the
Federal Trade Commission to study the whole subject and
make a report upon it. I believe that the Senator from South
Carolina [Mr, D1ar] asked some report also from the Federal
Trade Commission.

Mr. DIAL. I did the year before that.

Mr. RANSDELL. But the Senator from Nebraska made the
request, as I have stated. My understanding is that last fall,
some time in November, as I am informed, the Federal Trade
Commission gave very elaborate hearings on the subject. Quite
a number of witnesses, so I am informed—I was not there—
from various portions of the United States attended the hear-
ings and gave elaborate testimcny pro and con, I assume, on
the measure. Later on the senior Senator from South Caro-
lina [Mr. SmiTH], I am informed, app.ared before the Federal
Trade Commission and argued about one hour on certain con-
ditions in the cotton business. The Federal Trade Commission
has those hearings and all that testimony before it. I have no
right to speak for it, but I assume it will make a report in the
near future.

I ean say to the junior Senator from South Carolina that
one of the reasons, in my opinion, why the Committee on Agri-
culture and Forestry of the Senate has not reported on his
bill is that we are waiting t. get that report from the Federal
Trade Commission. The committee did not take additional
testimony at this time, because last session the identical meas-
ure was before us and we then examined the question very
thoroughly, summoned many witnesses, and went into it as
carefully as we could. We did not therefore think it neces-
sary fto go into an examination of additional witnesses in
regard to it at this session. We are proceeding cautiously and
I think very fairly.

The chairman of the committee, the Senator from Nebraska
[Mr.. Norris], addressed a letter just a few days ago to the
Secretary of Agriculture, Hon. Henry C. Wallace, sending him
a copy of the Dial cotton futures contract bill and asking his
views officially in regard to it.

On the 24th of Tast month Secretary Wallace wrote a letter
to Senator Norrrs, giving his views on this bill. I shall be

glad to have this letter from the Secretary of Agriculture pub-
lished as a part of my remarks, and I ask that that may be
done.

The PRESIDING OFFICER. Without objection, it is so
ordered.

The letter referred to is as follows:
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DEPARTMENT OF AGRICULTURE,
Washington, January £j, 1924,
Hon. G. W. Nomnris,
Chairman Committee on Agriculture and Foresiry,
United States Senate.

Drar SgNaTor: In compliance with the request of the clerk of your
committee I submit herewith an analysls of and the department's
opinion on S. 886, entitled “A bill to amend section § of the United
States cotton futures act, approved August 11, 1916, as amended.”

In this bill the whole list of tenderable grades of cotton is divided
into three classes, namely, A, B, and C, each one being represented
by a separate and independent contract. Each of these contracta Is
limited to four grades of cotton. The effect of the bill, therefore,
would be to break up the fleld of future trading In cotton into three
parts instead of having the trading done under one form of comtract,
as under existing law.

The bill provides that one-third of the number of bales involved in
each contract shall be filled through the delivery of the basis grade
specified in the contract and that two-thirds shall be filled either
in the basis grade or in one of the three other grades permitted to be
delivered. The effect of this amendment would be drastie, as each
contract must be fulfilled through the delivery of cotton of the basis
grade and ome other grade, the amounts varying from one-third to
all in the basis grade and from nothing to two-thirds of the amount
in the other grade. This would make it more difficult to deliver
cotton in settlement of such a future contract than under existing
law. At the present time delivery may be made in any quantlty from
any one of the 15 grades.

The bill provides that only 10 grades of cotton mentioned by name
shall be deliverable in settlement of future contracts, and in this respect
it fails to take into consideration the changes made in the United
States official cotton standards which became effective on August 1,
1928. Should the measure become a law in its present form, five grades,
namely, good middling spotted, strict middling spotted, middling spotted,
good middling light stained, and good middling gray, which now are
recognized as deliverable, will not have such recognition. Cotton of
these grades would either be denied the right of delivery or would be
classified roughly into one of the 10 deliverable grades. Either alter-
native is objectionable and should be avoided as far as possible,

It is the department's opinion that cotton future exchanges shounld
perform two important functions, namely, aecurate quotations of the
price of cotton, and hedging facilities, or price insurance against market
fluctuations. On the proper performance of these two functions the
economic value of cotton future exchanges must rest.

The question naturaliy arises, then, will the bill under consideration
aid in accomplishing either or both of these ends? It is believed that
neither of these useful purposes would be met. On the other hand,
it seems reasonably eclear that the bill would still further complicate
the methods of trading in cotton, and that it would largely increase
the expense of eirculating cotton future guotations; also, that it might
Jargely decrease the dependability of such future quotations and thereby
destroy the abllity to make hedges. The bill would make it more
difficult to deliver cotton in settlement of future contracts and thus at
times have a tendency toward corners in the market, as well as to
cause the futures market to lend {tself more readily to manipulations.

In view of these reasons it is believed that this bill would not be ad-
vantageous to the cotton industry and therefore ghould not be enacted
into law.

Sincerely yours, Hexry C. WALLACE, Secretary.

Mr., DIAL. Will the Senator be kind enough to publish my
answer as a part of his remarks?

Mr. RANSDELL. No; I will not do that, because the Sen-
ator published his answer to the Secretary's letter the other
day and did not have the fairness to publish the Wallace letter
to the Senator from Nebraska in advance of his answer to it

Mr. DIAL. There was no objection to publishing it.

_ Mr. RANSDELL, 1s not that a fact, may I ask the Senator?
He actually put in the Recorp on the 8th day of last month,
and I have it right here before me, his reply to the letter of
this apparently disinterested man, Secetary Wallace, but he
did not publish Secretary Wallace's side of it. He published
only one side of it.

Mr. CARAWAY,
question?

The PRESIDING OFFICER. Does the Senator from Louisi-
ana yield to the Senator from Arkansas?

Mr. RANSDELL. I yield.

Mr., CARAWAY. What does the Senator imagine the Sec-
retary of Agriculture knows about cotton? It took him two
days to find out whether he could milk a cow more quickly
than another Senator in this body.

Mr. RANSDELL. He may not know much about it, but——
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Mr. CARAWAY. Then the Senator puts him to pass upon
cotton, which he never saw.

Mr. RANSDELL. He is supposed to have very good experts
in his department. I will say in behalf of the Secretary of
Agriculture that he had, or at least the committee had, before
it two of those experts, recognized in all branches of the cot-
ton industry as fair and able men, and we examined them
very thoroughly. I belleve the Senator from Arkansas was
there and cross-examined them somewhat.

Mr. CARAWAY. But, if the Senator will permit me——

Mr. RANSDELL. Let me answer the Senator and then I
shall be glad to yleld further, They went into a very full
discussion of the whole question of cotton exchanges in this
couniry and abroad. I imagine that the Secretary of Agri-
culture, who can not be supposed to know everything, though
he is quite a bright man, had the advice of those experts in
getting up his reply to the Senator fom Nebraska. I am glad
now to yield further to the Senator from Arkansas.

Mr. CARAWAY, I judge he must have had that advice from
Some experts, or else he would not have been able to reply at all

Mr. RANSDELL. That may be true.

Mr. CARAWAY. But let me ask the Senator a question.
Did the Senator ever see an expert who was not on the side of
the party who brought him to the discussion?

Mr. RANSDELL. I have had no experience with experis, I
will say to the Senator,

Mr. CARAWAY. May I suggest to the Senator that a good
many of those who appeared before the committee were from
Louisiana, from the city of New Orleans. They were ail re-
markably well agreed that you could make more cotton on an
exchange than you could in all the cotton fields of the South,
and they evidently demonstrated that there was a great deal
more money made In it in that way.

If the Senafor will pardon me a moment, there is not a big
plantation in Louisiana, I am sure, nor is there one in Arkan-
sas that has not at some time, under a foreclosure proceeding,
gone into the possession of some fellow who did not make the
cotton but bought it on the exchange, and the man who actually
raised the cotton went into bankruptey, and as long as the
exchange continues to exist that Is where the profit lies.

Mr. RANSDELL. I do not know what constitutes an expert,
but I remember very distinctly that there appeared a young man
from Little Rock, Ark. I have forgotten his name.

Mr. CARAWAY. I will tell the Senator his name.

Mr. RANSDELL. But he impressed me as one of the strong-
est men intellectually that I had ever met. He testified before
the committee and gave a very clear explanation of the whole
subject. He certainly impressed me as being a truthful, high-
grade man, such as Arkansas produces in very large numbers,
I would like to say to the Senator.

Mr. CARAWAY. Of course I thoroughly indorse the last
statement the Senator made. The gentleman who appeared
before the committee as an expert, to whom the Senator refers,
was Mr. Sidney West. Was not that the gentleman?

Mr, RANSDELL. I think that was his name.

Mr. CARAWAY. He never saw a cotton field in his life. He
probably studied cotton in the cotton exchange all his bus ness
days and therefore was an authority on cotton growing, and a
mighty fine man.

Mr. RANSDELL. I do not know anything about that. I
think most of the great men in Arkansas started their lives on
the farm. Perhaps Mr. West did not.

Mr. CARAWAY. He did not start in the State of Arkansas,
He came up from Louisiana.

Mr. DIAL. Mr. President

The PRESIDING OFFICER. Does the Senator from Loui-
siana yield to the Senator from South Carolina?

Mr. RANSDELL. I yield.

Mr. DIAL. I would like to ask the Senator if he does not
think the present law improves the old custom greatly?

Mr, RANSDELL. I am inclined to think that the present
law, which, I will say, was passed after discussion for several
years——

Mr. DIAL. Thirty years.

Mr. RANSDELL. Led in the House of Representatives by
that very distinguished citizen of South Carolina, Hon. Asbury
Lever, and in the Senate by the Senator's present very able
colleague, Senator Errrsoxn D. SsmitH, did correct some bad
features of the old methods on the cotton exchanges,

Mr., DIAL. The cotton customs.

Mr. RANSDELL. We listened to advice on that subject very
patiently for several years, I will say to the Senator, and
everything pro and con was said on the subject. It was dis-
cussed in very great detail and the changes suggested at that
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time as helpful were made in the law, We corrected at that
time the existing evils, if they were evils, and I will say to the
Senator that I thought there were some things that ought to
be corrected at that time, and I believe we did all that could
be done along that line.

Mr. DIAL. The Senator favored that bill?

Mr. RANEDELL. I did.

Mr. DIAL. It did improve the customs wonderfully. Does
the Senator happen to know that Congressman Lever thinks
the present law ought to be amended along the line I have
puggested now?

Mr. RANSDELL. I had not heard that. It may be true

Mr. DIAL. He is a very distingunished man.

Mr. RANSDELL. Yes; he is a very distingunished man, and
if he thinks it ought to be changed along the line the Senator
guggests, I would like to have his views on the matter. I have
very high regard for Mr. Lever.

Mr. KING. Mr. President—

The PRESIDING OFFICER. Does the Senator from Loulsl-
ana yield to the Fenator from Utah?

Mr. RANSDELL. I yield.

Mr. KING. I am in the position of the innecent bystander in
this very pleasant controversy between my distinguished friends
from the South.

Mr. NORRIS. Then the Senator Is liable to get hurt.

Mr. KING. I was about to observe that the innocent by-
stander is the man who sometimes gets hurt. I rose, however,
to make an inquiry of the Senator. I understood him to state,
or rather I deduced from his statement, the idea that the cot-
ton exchanges throughout the United States have In the past
been guilty of some transgressions which have affected in-
juriously the farmers .

Mr. RANSDELL. I did not say that, if the Senator will
pardon me. I said some customs had grown up among the
exchanges which were thought deleterious to the inferests of the
farmer, and those customs were changed by positive enactment
in what is known as the Smith-Lever law.

Mr. KING. May I say that I have heard statements, I think,
upon the floor of the Senate—if not, in the cloakroom—{fre-
quenily by Senators from the South to the effect that cotton
would go up and down g great many points within a few hours
to the disadvantage oftentimes—more frequently, let me say—
of the farmer.

Mr. RANSDELL. And sometimes to his advantage.

Mr. KING. And that there was gambling upon the cotton
exchanges throughout the United States and that the gambling
was injurious to the cotton producers. The Senator stated
that there had been an investigation, a painstaking investiga-
tion, as I understood him, some time ago in regard to the cot-
‘ton exchanges. What I wanted to ask was If the Senator be-
lieves that the cotton exchanges and the grain exchanges and
the New York Siock Exchange and other exchanges through-
out the United States in the long run are beneficial to the
farmers and to producers, or are they not in the long run harm-
ful to them, and do they not enable a few individuals who, as
the Senator from Arkansas [Mr. Caraway] just sald, know
nothing about farming or about cotton growing, to become en-
riched beyond the dreams of avarice?

May I say to the Senator that I have a resolution pending
here now asking for an investigation of the stock exchanges
and all other exchanges in the United States, for the reason
that I believe that great harm results to the farmers and to the
cotton growers and to millions of the American people because
of the bad practices, the illegal practices, the fraudulent prac-
tices of the various exchanges throughout the United States.

Mr. RANSDELL. I will say, in reply to the Senator, that I
have made no investigation of exchanges other than the cotton
exchange.

I have investigated the cotton exchanges as thoroughly as I
know how; I have assisted in the taking of considerable evl-
dence in regard to cotton exchanges, some of which surely was
from disinterested sources, and perhaps some of it from preju-
diced sources, and it 1s my candid opinion, I will say to the
Senator, that the cotton exchanges are beneficlal to the pro-
ducers of cotton. The cotton exchanges assist In giving addi-
tional markets to the producers. The cotton exchanges are,
if you please, the medium of more or less speculation; they are
the medium of more or less gambling—not any more =0, in my
judgment, though, than many other things are the medium of
gambling.

Let me say to the Senator that I speak as a practleal cotton

lanter. I am not Interesteéd in any way in cotton exchanges,
gut I am Interested in getting a good price for the cotton I
produce on my cotton plantation, which is located three hun-
dred and odd miles away from New Orleans, which has the near-

est cotton exchange, and I honestly believe that the additional
markets and additional purchasers which are furnished by the
cotton exchanges enable me to get considerably better prices
for my cotton than I would get if I were dependent solely upon
the consumers of my cotton, which are the mills of the United
States, of Canada, of Japan, and of Rurope.

The Senator will bear in mind that eotton 1s a raw com-
modity, It is one of those raw materials of which we speak
so often. One can not use cotton as such, but is obliged to con-
vert it into cloth of some kind, woven goods or knit goods, or to
put it into such material that the human being can use it. The
man who produces cotton does not make the finished product.
Those who consume the cotton of the South—and that is what
we are now talking about—are the owners of the mills of the
United States. I am happy to tell you that to-day the cotton
mills of the Southern States are manufacturing in bales more
than one-half of all the cotton which is manufactured in the
United States. Formerly we sold all of our cotton which was
manufactured in the United States to New England, and it was
manufactured there; but to-day it is being manufactured in the
South. Of course, we still sell a great deal of cotton abroad,
but to whom do we sell it? To the people who convert it into
the finished product,

Again, I say that the cotton exchanges make it possible for a
great many men in a speculative way to buy cotton, to deal in
cotton, and in that way to increase the price of cotton, in my
judgment, very materially at times, though I have no doubt, as
has been stated by the Senator, that there are times when the
price of eotton is lowered, just as the price of other commodi-
ties is lowered, by speculation. It is a speeulative business all
down the line; but speculation is not confined to cotton or to
wheat or to stocks and bonds. The human being is so constl-
tuted that he speculates in everything.

Mr. KING. Mr. President, will the Senator yield to me?

The PRESIDING OFFICER. Does the Senator from Louisi-
ana yield to the Senator from Utah?

Mr. RANSDELL. I yleld to the Senator from Utah.

Mr. KING. In continuation of the suggestion I made a mo-
ment ago, may I inquire of the Senator—and I make the inquiry
for information—does not he agree with me that the stock ex-
changes do not decrease and do not increase the production of
cotton? The Senator must agree with me that there are a
large number of individuals who are engaged in the speculative
actlvities who make enormous fortunes. The Senator must also
agree with me that those fortunes come out of the pockets of
some one, They come out of the producers of cotton by deny-
ing to them the prices to which they are entitled, or they come
out of the consumers of cotton. In any event, all of the profits
which those speculators make are carried on to the ultimate
consumer. Now, I repeat the question which I submitted a
moment ago: Does the Senator think that In the long run there
fs any advantage In having a class of persons who are denomi-
nated speculators on the cotton exchange take over these con-
tracts and make fortunes of millions and milllons of dollars
which must, as I have stated, come out of the farmers who pro-
duce the cotton or come out of the people who consume it?

Mr. RANSDELL. No; I do not want to see the speculators
in the market make this money, but I again come back to my
proposition that a great many of the traders on the cotton
exchanges are not speculators. I will say to the Senafor from
Utah that one of the principal features of the exchange—and
I can bring plenty of evidence to substantiate my statement—
is that it is used as an insurance agency. It Is said that four-
fifths of all the contracts which are entered into on the cotton
exchange are for the purposes of insurance.

Mr. CARAWAY. Mr. President, may I ask the Senator from
Loulsiana a guestion?

Mr. RANSDELL. Let me first answer the question which
has been propounded to me by the Senator from Utah [Mr.
King], and then I shall be glad to yield to the Senator from
Arkansas.

Senators can readily understand that when a dealer buys a
large quantity of cotton the cotton is on the farm, for instance.
He is not certaln that it is going to be delivered to him, and
go he goes into the cotton exchange and buys a contract to
insure delivery. He is running a mill, let us say, and needs
12,000 bales of cotton during the season for his mill, 1,000 bales
every month for that purpose. He does not wish to buy all
of that cotton at one time so he has to make the contract
ahead ; he must contract months and months in advance for the
delivery of certain classes of goods. In order that he may
know what his cotton, the raw material, is to cost him, he goes
into the contract market and buys for future delivery for tha
respective months; he contracts for the delivery of the yrades
that he is going to need. I will say to the Senator that at the same
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time he goes into the specific market and contracts for the
gpecific delivery of so many bales, say 1,000 bales, of the
particular grade he wants each month.

The same Mr, West, of Arkansas, to whom reference has been
made, testified before the committee, as I recall, that there
were 9 or 10 insurance contracts entered into for practically
every bale of spot cotton. So a great many of the contracts
on the cotton exchange are insurance contracts.

Mr. DIAL. Mr. President, will the Senator yield?

Mr, RANSDELL. I am glad to yield to the Senator from
South Carolina.

Mr, DIAL. What the Senator has just said is true and very
proper ; but who insures for the farmer in the meantime? That
is the trouble about that matter., If the Senator will allow
me further——

Mr. RANSDELL. The Senator has asked me a question;
please do not make a speech. I yielded very gladly to the
Senator, and will be glad to yield further for a question, but
not for the Senator to make a speech.

Mr. DIAL. I merely wish to ask another question, if the
Senator will allow me.

Mr. RANSDELL. I will be delighted to have the Senator
ask it.

Mr. DIAL. Let me say to the Senator that it took Congress
exactly 30 years to pass the present law. The bill was origi-
nally introduced in 1884 and did not pass until 1914, So the
Senator will appreciate the rapidity with which legislation on
this subject is secured. Again, the question being an exceed-
ingly techmical one, does not the Senator think that the best
solution of it would be for the Senators who represent the
cotton-growing States to take some day off and formulate a plan
that would benefit the grower? Would the Senator agree to
he bound by the result of such a conference?

Mr. RANSDELL. I would be delighted to be bound by any-
thing that would benefit the grower, because, as I have said to
the Senator, I have no interest in mills; I have no interest in
exchanges; my only interest in this matter is as one of the Sen-
ators from an agricultural State and as an agriculturist my-
self. That is the only business I have at home.

Mr. DIAL. There is no question as to that. I accord the
Benator the same rights that I have and the same desires that
I have; but I think all Senators who represent States where a
bale of cotton is grown ought to get together and agree upon
some amendment—or no amendment, for that matter, if you

lease.

Mr. RANSDELL. I will ask the Senator to put a question if
he will.

Mr. DIAL. Would the Senator be bound by the result of a
meeting of that kind?

Mr. RANSDELL. I do not know whether I would until T
ascertained what the meeting proposed. The Senator succeeded
in having a resolution passed through the South Carolina Legis-
lature the other day, and perhaps he would want me to be
bound by that; but I do not intend to be bound by anything
until I know all about it. The Senator from South Carolina
might, at the suggested meeting of Senators from the cotton-
producing States, some of whom may not have studied this
question at all, show so much more eloquence than the humble
Senator from Louisiana that he would persuade them to his
way of thinking. .

Mr. DIAL. It would be impossible for me to speak more
eloquently than does the Senator from Louisiana.

Mr. RANSDELL. We will discuss the gquestion thoroughly
on its merits. ILet it take the course that all other legislation
in Congress takes.

Mr. DIAL. Very well

Mr. RANSDELL. Mr. President, I was about to quote from
the letter of the Secretary of Agriculture and shall now do so.
In the concluding paragraph but one in that letter the Secretary
of Agriculture, Mr. Wallace, after referring to the bill—and I
will publish the entire letter in my remarks—says:

On the other hand, it scems reasonably clear that the bill would
still further complicate methods of trading in cotton, and that it
would largely increase the expense of circulating cotton-future quota-
tions ; also that it might largely decrease the dependability of such
future quotations and thereby destroy the ability to make hedges—

The word “ hedges " refers to the insurance which I tried to
explain to the Senator from Utah.

The bill would make it more difficult to deliver cotton in settlement
of future contracts, and thus at times have a tendency toward corners
in the market, as well as to cause the future market to lend itself
more readily to mranipulation,

I will say that in my judgment, if we are going to pass the
bill of my distinguished friend, the Senator from South Carolina

[Mr. D1avr], we ought to go further and absolutely prohibit any
dealings of any kind in exchanges throughout the United States,
and that, T presume, is the purpose of the bill or of the investi-
gation proposed by the Senator from Utah.

Mr, Pr_esident, I promised to speak briefly, and I fear I am
not keeping my word, because of the questions that have been
asked me. I wish now to conclude by reading a letter, the sig-
nature to which I will give. It is signed by Mr. Edward S,
Butler, president of the New Orleans Cotton Exchange. He
is a very high-official of that awful organization, in the opinion
of some people, known as the New Orleans Cotton Exchange,
I ask Senators to listen—and I am going to read this letter
myself because I want it to be printed in the Recorp in large
type. It is dated February 15; it reached my office this morn-
ing. T did not write to Mr. Butler and did not know he was
going to write to me, but this letter reached my desk this
morning,

New OrLEANS CoTTON BEXCHANGE,
New Orleans, February 15, 1924,
Hon. JosgrH E, RANSDELL,
United States Eenator from Lowisiana, Washington, D. O.

Dear Sin: Referring to concurrent resolutions of the General Assem-
bly of South Carolina, introduced in the Senate by Senator DiaL, of
South Carolina, and published in the CoNGRESSIONAL REcomp of Feb-
ruary 8, 1924, the position of the South Carclina General Assembly is
based on a misunderstanding of the true purpose and intent of the
cotton-future contract dealt in on the New Orleans and New York
Cotton Exchanges under the United States cotton futures act. There
is no discrimination in the cotton-futures contract in favor of sellers
and there is no hazard upon buyers. The cotton-futures contract is
intended to and does represent practically all of the desirable grades
produced in the cotton crop.

The buyer of a contract does not buy nor does he expect 1o recelve
any specific grade or grades. He buys cotion of the crop, the same as
& buyer of cotton from the farmer, which consists of such grades as the
farmer may market. Few or no farmers produce even running cotton
or any specific grade; his cotton when marketed may consist of a
number of grades and the buyer pays him according to the value of
those grades as they may run.

Many of the Senators present have been on cotton farms.
They are familiar with the raising of cotton, and they know
that the Almighty Ruler of the universe determines the grades
of cotton. Exchanges can not determine it, Farmers can not
determine it. The seasons determine the grades of cotton. We
can not control it by statute or otherwise. No human being
can.

The selectlon of any particular lot as to grade is n matter of grouping
by the buyer after he has accumulated his purchases, for the purpose
of meeting specific demands from the mills. Such selection by grades
may and generally does consist of parts of the production of a num-
ber of producers. The buyer of a cotton-futures contract buys cotton
of the growth of the United States of any grade of or within the grades
for which standards are established by the Secretary of Agriculture.
There is no " uncertainty " or “ gambling " on part of the buyer of a
cotton-future contract. He knows just what he is doing. He buys
cotton, not of any speclfic grade but just cotton, and expects to receive
and pay for it according to the kind the seller is able and willing to
tender to him within the limits prescribed by law. He takes that
cotton the same as he does when buying from the farmer, with this
difference : That he must take what the farmer has to sell without lim-
itation as to grade, or not buy at all, whereas in buying a future
contract he has an absolute guaranty, protected by a heavy legal pen-
alty, that he will receive only good sound merchantable cotton and that
he will only be required to pay for what he receives, at its market
value.

Mr. CARAWAY. Mr, President, may I ask the Senator a
guestion?

Mr. RANSDELL. I shall be very glad to have the Senator
d

0 S0,

Mr. CARAWAY. As a matter of fact we know it is an abso-
lute fiction that he buys anything but a gambling contract, do
we not? The cotton exchange does not expect to deliver, nor
gogs he expect a delivery of actual eotton when he buys, does

e

Mr. RANSDELL. I can not say that he does expect to have
an actual delivery in a great many instances.

Mr. CARAWAY. Does he in any instancg?

Mr. RANSDELL. Yes; in some instances he does; but as a
rule I think, as I explained to the Senator from Utah, the cot-
ton exchange is largely a medium for hedging, for insurance,
and in some instances for downright, cold-blooded speculation
such as the Senator alludes to and which, personally, I am
sorry to see. I think it is one of those evils which I would
say are necessary incidents of this kind of business. I never




2820

CONGRESSIONAL RECORD—SENATE.

FEBRUARY 20,

gaw anything in this life that was perfect; and perhaps we can
get & more perfect system, but I do not know just how.

Mr. KING. Mr, President—

Mr. RANSDELL. 1 yield further to the Senator from Utah.

Mr. KING. May I say to the Senator from Louisiana that
I have heard it stated many times that there was sold upon
the cotton exchanges of the United States from 100 to 1,000
times as much cotton as was actually grown. Obviously that
was not the result of proper hedging, but it consisted of gam-
bling contracts. The Senator knows that on the Btock Ex-
change of New York and on the various exchanges of commodi-
ties throughout the United States hundreds of times the actual
amount of the product are sold by the gamblers and by the
innocent victims who buy.

Mr. RANSDELL. I ean not answer that question. I do not
know how many times the market has been oversold, but I
want to say this to the Senator: If this exchange has a good
and legitimate purpose—and my judgment is that it is good and
it is legitimate, In the main—the abuse of it should not con-
demn it. We might pass some law here to prohibit the extreme
amount of overselling, as suggested by the senior Senator from
South Carolina. I do not think I would have any objection to
such a law as that.

Mr, HARRIS. Mr. President——

Alr. RANSDELL. T yield to the Senator from Georgia.

Mr. HARRIS. The Senutor from Utah [Mr. King] spoke of
the number of bales of cotfon sold by the exchanges. I think
they sell about 10 times as much every year as is raised in
the South. They sell 90,000,000 bales where they raise 9,000,000.

Mr. RANSDELL. I thank the Senator for that contribution
to my speech. I did not know how many bales were sold. T
was satisfied that they sold a good many more bales than they
raised. I believe, however, that a good deal of that was legiti-
mate hedging, as I have explained, legitimate insurance. Some
of it undoubtedly was illegitimate speculation.

Mr. DIAL. Mr. President, the Senator can get the informa-
tion from the Federal Trade Commission report which I intro-
duced a while ago.

Mr. CARAWAY. Mr. President, may I interrupt the Senator?

Mr. RANSDELL. I yield to the Senator from Arkansas.

Mr. CARAWAY, The Senator ecould go on the New Orleans
exchange now, if he eared to and had enough money, and buy
50,000,000 bales of ecotton that would be grown this year, when
there is not a seed in the ground, and there is not & man that
Ikmows how many acres will be planted, or how many bales will
be grown, or how much use there will be for it. Now, can that
be anything but gambling?

Mr. RANSDELL. I do not know whether the Senator is
stating that correctly or not.

Mr. CARAWAY. Could you not buy all you wanted to if you
just put up your margin?

Mr. RANSDELL. I imagine that if you put up your margin
you could buy just as much as you ceuld market safely,

Mr. CARAWAY. Up to a thousand million bales.

Mr, BANSDELL. That is probably true. As I have said,
there are some evlls in this contract, but it has more advantages
than evils. I think I can convince any Senator of that swho will
listen to me, but I am not going to discuss it now. I did ndt
come here to-day prepared to discuss this suhject. My friend
from South Carolina did not discuss it, and I am not going to
do so.

Continuing this letter of Mr. Butler, where I left off, he says:

There 18 no room under the cotton-future contract for chicanery or
evagion. Every delivery is supervised by the .official graders of the
United States -Government, and mno delivery can be mads without their
certificate of grade. There is no uncertainty or hazard in this, and
there can be no' discrimination of any kind. The law is plain and
gpecific, and any man or set of mren who attempts to evade it is pun-
ished accordingly.

There can be no guestion that if the buyer’'s interests in all articles
of trade were as thoroughly and eflectively protected as they are in
cotton dealt in by future contracts as sold in the New Orleans and
New York Cotton Exchanges the work of courts and lawyers through-
out the country would be largely redoced.

The cotton-future contract, it is repeated, is Intended to and does
embrace the entire production of good, desirable cotton (barring de-
seriptions prohibited by law) ; It does not discriminate in favor of any
particular grade or any individual; it is all inclusive, and as such
broadens and stabllizes the values; it is governed by supply and de-
mand at home and abroad and reflects conditions which may and do
affect cither; it affords an instantaneous market for cotton every
minute and hour of any business day, and it informs producers, buy-
ers, and sellers of the walue of their merchandise, constantly and
effectively reaching the remotest village and hamlet of the country.
No man, whether he be the wendor of but one or two bales in the

country, i3 kept in ignorance of what his cotton 18 worth on the
markets of the world, and whether 1t advances or declines he knows
it and can govern himself accordingly,

Right there I should like to interject this remark: The
senior Senator from South Carolina [Mr. SmitE] spoke of
combinations, He spoke of the necessity of the farmers get-
ting together, I should like to see them get together. I should
like to see a thorough and complete spirit of cooperation, of
union, of coordination among the farmers of this country
Just as I belleve there is among the manufacturers who
use farm products, just as I believe there is, to at least a
great extent, among the millers of the country, and the millers -
of the Old World who use the cotton of the South. When you
have a small number of men engaged in an industry, it Is
practical for them to combine, for them to cooperate, but it is
almost impossible for the farmers to do anything of that sort.

Suppose we did not have the cotton exchanges to tell the
farmers in every morning paper what cotton is quoted at in
Liverpool, in New York, in Charleston, in New Orleans, in
Atlanta, In Montgomery, in Memphis, in Little Rock, in Dallas,
in Houston, and all the great cotton exchanges of the country:
How would the farmer know what was the price of his prod-
uct? How could he sell intelligently? Would he not be at
the mercy of buyers throughout the land who would repre-
sent the great mills of the country and the great manufacturers
of the country? Ah, my friends, the farmer gefs a great deal
more benefit than injury out of these cotton exchanges.

Continuing:

If he—

The farmer—

wants to sell there is always a buyer and if he wants to hold he can
do so with a knowledge of what the market actually is, and not be
kept in a * fool's paradise,” as was the case under antemodern trade
methods. The man in Texas and the man on the coast of the Carolinas
knows what is going on in cotton at home and abroad and has ne
cause to sacrifice his goods by reason of ignorance of what is doing
elsewhere,

I am reading this letter becanse it contains great wisdom,
and I want Senators to drink the wisdom of my friend Ed
Butfler, who knows a great deal about this subject and is a
good, reliable high-grade man in every respect, if he is presi-
dent of the New Orleans Cotton Exchange. I vouch for him.

Mr, CARAWAY. At least the Senator gives him a good
reputation.

Mr. RANSDELL. He has a good reputation at home and
abroad, and he certainly deserves it. I continue reading from
the letter; and I ask the Senator from Utah to listen to this:

As to the speculative feature, reports thereof are largely overstated,
four-fifths of 'the cotton future contracts are for price ‘insurance of
spot cottom bought or sold, and as often as cotton changes hands
from time of production to final consumption, it is made the subject
of one or more contracts for the protection of the holders agalnst
price fluctuations,

The Senator knows that the great English Lloyd's insurance
company will insure anything on earth. Some boys down in
my town got insurance last year that there would be no rain
to interfere with their games of baseball. Corporations ‘in-
sure everything in the world, under modern conditions, and
cotton is insured in all its phases.

Mr. OVERMAN. Mr. President—

The PRESIDING OFFICER. Does the Senator from Loul-
siana yield to the Senator from North Carolina?

Mr. RANSDELL. I yield.

Mr. OVERMAN. How is it possible that there can be a
hundred million bales of cotton sold on the exchange and only
ten million raised? TFour-fifths wonld be 80,000,000 bales, so
how 1is that insurance? The cotton is not in existence.

Mr. RANSDELL. T will say to the Senator that Mr. West,
this very able man from Arkansas, testified that the same bale
of cotton would be sold 9 or 10 times in legitimate business
hedges or insurance. Some of it is pure speculation, some of it
is zambling, as I have tried to bring out. If each hale, let ma
say, is sold 9 times in legitimate hedges, as testified by Mr.
West, you would have 8 times 10, or 90,000,000 bales, the exact
amount which the Senator from Georgia says was reported last
year, I believe.

Mr. OVERMAN. I can not get that through my head.

Mr. RANSDELL. I am sorry that I am so dull.

Mr. OVERMAN. It is not the Senator; it is Butler.

Mr. BANSDELL. Butler did not say it.

Mr. OVERMAN. How is a bale sold nine times?
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Mr. RANSDELL. I mean there were about nine contracts
for each bale, there were contracts equivalent to nine times as
much cotton as there were bales.

Mr. OVERMAN, I am a cotton-mill man. I buy a bale of
cotton and I hedge on it. How can I hedge on it any more?

Mr. RANSDELL. It might be hedged a number of times

" before it reaches the Senator. i

Mr. OVERMAN. I am the man who is hedging, and who is
hedging on the cotton before I get it?

Mr. RANSDELL. I can tell the S8enator who some of them
are who hedge, though I do not know the whole story. I am a
grower of cotton. Let us assume that I am satisfied that cotton
is going to be worth around 27 cents. I believe that is about
what they are quoting cotton at next fall. In order to insure
that my spot cotton will bring 27 cents next fall, I go on the
future market and sell as many bales as I hope to raise, Is
not that an insurance that I am going to get that 27 cents next
faill?

Mr. OVERMAN. I never knew of a farmer hedging.

Mr. RANSDELL. Ever so many farmers do hedge. All right;
I am going to try to come to the other fellow. Let us take Mr.
McFadden, one of the biggest dealers in cotton in America. He
wants to supply some mills in the Sendfor’s great State—and I
am happy to say the Senstor’s State is doing wonderfully in cot-
ton manufacturing. I am proud of old North Carolina. Mr.
McFadden wants to make contracts with your mills for this
hundred bales of cotton, so he would say, “All right; October
cotton is now 27 cents.” If I could sell that cofton at 27} cents
to the Senator’s mill, I would be making a guarter of a cent,
which is a pretty good profit on the big deals Mr. McFadden
makes. He says, “ I will contract to deliver you next October a
hundred bales of cotton at 27} cents.”

Ah, but Mr. McIFadden does not know what he will have to pay
for that cotton next October, so he goes on the future market and
buys 100 bales of middling cotton, deliverable next Oectober.
That means that he has a contract which insures him next Octo-
ber a hundred bales of cotton at 27 cents, That is two deals, is
it not?

Mr. OVERMAN. There is no cotton in the ground.

Mr. RANSDILL., I do notcare whether there is any cotton in
the ground or net; it is a legitimate business transaction, Does
the Senator mean to tell me that it would not be legitimate for
the mills in old North Carolina, during this good month of Febru-
ary, 1924, to contract for the delivery next October of certain
grades of cotton to people in India, or China, or Japan? Would
it not be a perfectly valid, businesslike arrangement for your
mills to say to the consumer in Japan, the consumer in India, the
consumer in China, * I will sell you so many yards of calico, so
many yards of this print or that print or the other print, deliver-
able next October, at such a price”? It is perfectly valid. You
have not the cotton in your mills, Senator. You have not spun it
yet. You have not the raw cotton actually in your warehouses,
but you know you ean get it, and you contract with them for the
future delivery of that specific commodity of your manufacture.

i That is done all the time, In order that you may know at
what price you can sell your manufactured article, you must

know what the raw cotton will cost you, and you go into the

exchange and make the confract for the delivery of the kind
of cotton you will need to manufacture,

There are various branches of this thing. Mr. West said
that there were about nine of these transactions entered into
for every bale of cotton. I am pretty nearly through, and I
hope Senators will let me finish. I continue reading:

Tk2 future contract is actually the means by which the handler of
cotton—

I would like to have the Senator from Utah [Mr. King]
listen to this.

The futore contract is actually the means by which the handler of
cotton protects himself from speculation.

That mill transaction I brought out shows I do not have to
speculate; I know what my cotton is going to cost me next
October. I know what I am going to sell my finished product
for to those people over in India or China. I am simply the
intermediary, the middleman, the hard-working, honest manufaec-
turer of that cotton. The exchange is an agency and a won-
derful agency for legitimate business. I will say to the Sena-
tor that you ecan not carry on business in the marts of the
world without some such agency.

Mr. KING. Will the Senator yield?

Mr, RANSDELL. I am delighted to yield.

Mr, KING. I have not taken the position that stock ex-
changes ought to be abolished. I have a very strong convie-
tion, however, that the abuses of the stock exchanges call for

drastic and Immediate legislation, either State or National.
The bucket-shop failures——

Mr. RANSDELL. Bucket shops! I say amen to all the
Senator may say in denunciation of them.

Mr. KING. The bucket-shop failures and the other failures
demand rectification by legislation,

Mr. RANSDELL. That is all right. -

Mr. KING. The Senator will recall that a short time ago a
certain commodity exchange in New York forced the price of
sugar far beyond any legitimate price, the result of which was
that the American people were robbed of perhaps from fifty to
seventy-five million dollars;. The Senator has just stated that
he knows what he will get for his cotton. If he hedges, or
desires to buy cotton as a mill man, he knows what he will
have to pay six months or a year from now. He knows be-
cause he is buying upon an uncertain, a gambling market, a
market which s determined by gamblers.

Mr. RANSDELL. No; not at all; it ' determined by busi-
ness men. The New York Cotton Exchange is conducted by
business men. The New Orleans Cotton Exchange is conducted
by business men. It is regulated absolutely by law. If one
enters into a contract there, he is forced to comply with that
contract or he will go to the panitentiary. It is not a gambling
matter at all. All people do not go on the market and gamble,
for the exchange itself is a business institution, a great medium
of insurance,

Mr. KING. But the Senator knows that no one can aceu-
rately determine now the number of bales of cotton that will be
matured next year.

Mr. RANSDELL. That is true.

Mr. KING. The Senator knows that we can not determine
how much cotton Great Britain will ask and purchase in
America. Neither does he know the number of bales of cotton
that will be purchased by the mills of the United States. 8o
he goes to these high-grade, reputable stock gamblers in the
stock exchange and buys, .r hedges, or sells, and he knows that
the prices for which he bargains and the prices at which he
sells will be determined b, the quantity of hedging and the
quantity of gambling conducted by the gambling exchanges or
the stock exchanges of the United States.

Mr. RANSDELL. No; I do not know anything of the kind.
I regard this as a business fransaction. I wonder if the Sen-
ator believes it Is gambling for me to insure that my house
will not burn? I have insurance on it. T have been carrying
it for about 35 years.

Mr. KING . se.

Mr. RANSDELL. Let me answer the Senator now. I have
been carrying the insurance on my residence for 85 years, and,
thank the Lord, it has not burned yet., I think I have heen
benefited wonderfully, although it has not burned. The insur-
ance is simply one phase of business. Does the Senator mean
to tell me that the business of this country must be conducted
absolutely spot cash over the counter?

Mr. KING. No.

Mr. RANSDELL. Has not the Senator been aware of the
fact, is he not aware of the fact, that the Tumber in many of
the great forests of this country is sold before a tree s ever cut
down, and that the men who manufacture the forests into in-
numerable commeodities of human use sell them long before the
Inmber ever gets to them?

Mr. OWEN. Mr. President——

Mr. RANSDELL. Pardon me one moment, and T will answer
the Senator presently, How in the world do they do that?
They say there is only one criterion for the future, and that is
the past. If the people of the United States and the people of
the world used so many billion feet of lumber in the past, In
all probability they will use that same amount in the future,
because there are just as many people; in fact, the population
is inereasing.

In the Senator’s question about cotton, he says I do not
know how many bales of cotton are going to be consumed
by the people of America; that I do not know how many bales
of cotton are going to be consumed by the people of the Old
World; that I do not know how many manufactured articles
are going to be sold. Certainly I do not. But again I tell the
Senator the only criterion for the future is the past. I, as a
business man, study the facts, the conditions, the circumstances
of the past, and with that knowledge of the past I make my
calculations on the future, and then I go into the exchanges
and get the insurance for the delivery of my cotton, just as I
used to go to Lloyds, but, thank Heaven, to the American
Bureau of Shipping and American shipping companies now, and
when my ship sails from New York or New Orleans I get an
insurance that it will go safely to Australia, to South Africa,
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to Burope, to the marts of the world and return. It is a guar-
anty. I pay for it, and I get the goods. It is all business.
I grant you there is some speculation in it, but it is all based
on sound business prineiples.

I now yield to the Senator from Oklahoma.

Mr. OWEN. The Senator from Louisiana defends with great
gkill the defensible. He has not adequately defended the inde-
fensible part of the stock exchange which without governmental
or public supervision does permit speculation, does permit the
manipulation of the press, does manipulate public opinion to
the point where it may create a bull or bear market, and then
men speculate on the stock exchange using for illegitimate and
unjust purposes an instrumentality which bhas its meritorious
place in American commerce,

Mr, RANSDELL, I answered that question before the Sena-
tor came into the Senafe Chamber and stated that I did not
know anything in the world about stock exchanges, and I am
not saying one word in defense .of them, as I would like to have
the Senator know. I was explaining the cotton exchange. I
have not opened my mouth, I will say to the Senator, in defense
of the indefensible practices of some of the exchanges of the
country which, to my mind. are very, very reprehensible.

Myr. OWEN. That was only the extent of my observation.

Mr. RANSDELL. The Senator just misunderstood what I
was saying; that is all.

Mr. OVERMAN. Mr, President, will the Senator permit me
to read a brief statement just at this point?

Mr. RANSDELL. Will not the Senator let me finlsh my re-
marks, and then I shall be through?

Mr. OVERMAN. I just want to set forth the facts as
shown by this report.

Mr., RANSDELL. From what is the Senator about to read?

Mr. OVERMAN. From a report of the Federal Trade
Commission on the cotton trade, dated February 26, 1923.

Mr. RANSDELL. 1 yield to the Senator for that purpose.

Mr. OVERMAN. The New York Stock Exchange in 1921-22
sold 78,361,700 bales of cotton. The New Orleans Cotton Ex-
change sold 40,701,700 bales. There were only 11,000,000 bales
raised. Let us see now what the exchanges delivered. The
New York Cotton Exchange sold 78,000,000 bales and delivered
546,800. The New Orleans Cotton Exchange sold 40,000,000
bales and delivered 101,400. I would like to have that table
placed in the Recorp if the Senafor has no objection.

Mr. RANSDELL. I have no objection at all

Mr. OVERMAN, Then I ask that the table be incorporated
in the Recorp at this point.

The PRESIDING OFFICER. Is there objection? The
Chair hears none and it is so ordered.

The table referred to is as follows:

THE VOLUME OF FUTURE TRADING AND OF DELIVERIES,

The following statement shows for specified years the volume of
trading in cofton futures on the American cotton exchanges:

Exchange. 1018-19 1919-20 1920-21 1921-22

Bales, Bales. RBales. Balea.
New York Cotton Exchange......| 73, 150, 800 | 73, 333, 300 | 67, 758,600 | 78, 341, 700
New Orleans Cotton Exchange. . .| 34, 100, 000 | 49, 148, 700 | 34, 500, 500 | 40, 701, 700

American Cotton Exchange ( New

W ork CIbY) et fhs isswaiva feavasnsanons 400,010 | 2,165,850 | 5 572, 410
Total-...ovieeiciuannaassa-(107, 259, 800 1122, 972 910 (104, 433, 950 | 124, 635, 810
Total United States crop 1........| 11,906,480 | 11, 325, 632 | 13,270,070 | 7,977, 778

1 Running bales, counting round as half bales, as reported by the Bureau of the
Census, “Cotton Production in the United Btates—Crop of 1821, p. 2.

The total volume of future trading on the three exchanges ranged
{in the four-year period 1918-1922) from 104,433,950 bales In 1920-
21 to 124,635,810 bales In 1921-22, The statemeiit clearly shows
that the New York market is the one most frequently used for trad-
ing in futures.

The following statement shows the volume of deliveries on futore
contracts on the New Orleans Cotton Exchange and on the two cot-
ton exchanges at New York:

1
Exchange. 1919-20 | 1920-21 | 1021-22
Bales. Bales, Bales.
New York Cotton Exchange. . ... icvaiaisnaes &4, 000 265, 900 B46, 500
New Orleans Cotton Exchange................ 36, 100 112,100 101, 400
American Cotton and Grain Exchange........ 350 1, 300 500
i e e L e s TR i e m,ml 79,300 648, 700

As shown by the =tatement, the gunantity of cotton delivered on
future contracts at New York and New Orleans ranged (in the three-

year period 1919-1922) from 120,450 bales in 1910-20 to 648,790
bales in 1921-22, The volume of deliveries at New York greatly ex-
ceeded those at New Orleans,

i tIJ:Ir. RANSDELL. Continuing the reading of Mr, Dutler's
etter:

The future contract 1= actually the means by which the handler of
cotton protects himself from speculation. Speculators themselves serve
& valuable function by standing between producer and consumer to
carry cotton when not immediately needed by the mills, guarding
against the effects of persistent and rapid declines in values. The
trouble is that if you give a dog a bad name everyone ignorant of his
true value wants to kill him; and so it is that whenever there is a
decline in cotton, superinduced by world happenings, such as unfayor-
able exchange or freight rebates or numerous other matters at home or
abroad; political upheavals in remote parts of the world, threatening
consumption; or United States Government reports predicting or
guessing increased supplies or reduced consumption—say any one or all
of these, which may produce a decline, it is an invariable rule in many
quarters to attribute such declines to manipulation of the cotton-future
contract market, which, in fact, reflects conditions but is not the cause
thereof. 1In fact, the cotion-future market is governed almost exclu-
sively by broad, econmomic. principles, which, if known and properly
appreciated, are of the utmost value in enhancing and protecting the
interests of the American producer. It is as far ahead of former
methods as the trolley is of the old mule or horse car, and the fact that
it 1s in use by exchanges abroad for their protection and has come to
stay with them emphasizes its necessity for our own protection as the
producers and handlers of a large percentage of the world’'s supply.

I am sure that if the Legislature of South Carolina understood the
system as it truly is thelr views as set forth in the concurrent resolu-
tion above referred to would be less drastic, if not reversed.

Very truly yours,
Epw. 8. BuTLER, President.

I do not care to pursue the subject further. At some future
time I propose to go into it rather fully. I have touched it only
cursorily this afternoon.

Mr. DIAL. Mr. President, the idea of the Legislature of
South Carolina not knowing what it is doing is preposterous.
The men who indorsed the bill which I introduced are some of
the largest farmers of South Carolina. My recollection is that
one of the joint introducers raised 400 bales of cofton last
year. They do not have to go to New Orleans or to any cot-
ton exchange to get information on the matter of cotton.

I am not going to continue a speech, but I just want fo
make a brief statement. Honest confession is good for the
soul. Last year I got a little vexed with my good friend
from Louisiana [Mr. Rawxsperr], who now sits in front of
me, about his persistency against my bill proposing an amend-
ment to the cotton futures contiract law. But after hearing
him longer I am satisfied that he is just as fair as any man
on the earth in his convictions upon the proposition. But
he does mot carry the subject far enough. He looks only
between the buyer and the seller of the contract. I have
nothing to say about them. If one wants to let the other
“mark the cards” that is their affair. What I am talking
about is the effect of that contract on the grower of cotton.

The Senator spoke in glowing terms and very eloquently
about the hedging proposition. Hedging is perfeetly proper.
They, perhaps, ought to hedge or get some insurance in some
other way to protect the contracts they make. But here is
the point: Who in the world is hedging for the farmer in
the meantime? All that hedging means is, for instance, if a
manufacturer gets an offer for all the goods he can make in
the next three months—and let ns assume he will consume
a thousand bales of cotton a menth to fill that order—that
manufacturer will not make a contract to sell his goods be-
ecause he does not know at what price he can purchase cotton.
He would be afraid the price of cotton would go up and
that he would lose on his contract. He can not rely upon
buying future contracts and demanding delivery of the cot-
ton because no mill can use those 10 grades of cotton, and
the seller has the right to dump whichever grades he sees
proper. That is not protection to him. So he will buy con-
tracts for all the cotton he needs in the three months. He
will wire his broker in New York to buy a thousand bales
in each of those three months.

When he gets ready for that cotton he will send his buyer
out on the street to buy a thousand bales of cotton. He bought
the contracts, we will say, at 30 cents a pound, but’ the mill
does not care whether the price of cotton goes up or down.

1t has contracted to sell its goods and contracted to buy its
supply of cotton. The buyer goes out on fhe street to buy
the cotton. Cotton has gone down fo 29 cents a pound. FEvery
time he buys 100 bales of cotton he wires the broker in New

—
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York to close out one contract. He has made a loss of $500
on every 100 bales of cotton that he contracted to buy, but he
has bought his cotton $500 cheaper per 100 bales. Therefore
the mill has hedged, as they call it. The mill is even. I have
no complaint to make about the mill. It is immaterial with the
mill whether cotton goes up or down, in that case.

The mill people wait another month and then they need
another thousand bales of cotton. They repeat the proposition.
If cotton has gone up to 31 cents a pound, the mill has fo pay
$500 more for 100 bales of cotton and therefore it has a $500
loss on each 100 bales of cotton, but it has made $500 on each
100-bale contract and therefore the mill again is even. It is
immaterial to the mill whether cotton goes up or down, but
what I want to know is who in the meantime is insuring for
the poor devil who is digging it out of the ground?

My friend from Louisiana speaks about the figures. The
consumption of cotton in the world 18 only about 21,000,000
bales a year, so his figures are all out of line.

INVESTIGATION OF STOCK AND COMMODITY EXCHANGES.

Mr. KING. Mr. President, in view of the evils which have
incidentally been referred to this afternoon and which are
manifest to everybody who is famillar with our economic and
business life, I felt that an investigation of the stock exchanges
and commodity and grain exchanges by the Senate would be of
benefit to the country. Accordingly I offered a resolution at
the opening of this session, which I send to the desk and ask
the Secetary to read.

The PRESIDING OFFICER. Without objection, the Secre-
tary will read as reqested.

The resolution (8. Res. 57) submitted by Mr. Kinc on De-
cember 11, 1923, was read as follows:

Whereas it has been publicly charged that the stock exchanges, com-
modity exchanges, and brokerage houses in New York City and in other
cities of the United States are being so conducted as to facilitate the
manipulation of prices of securities, of grain, and of other commodities
on such exchanges and to cause grave injury and loss to the general
body of investors, producers, and consumers of this country; and

Whereas it has been publicly charged that banks, including member
banks of the Federal reserve system, insurance companies, and other
finaneial interests in New York City and in other cities, have improvi-
dently loaned large sums of money to brokers and to individuals con-
nected with brokerage hounses, banks, insurance companies, or other
financial interests, which sums of money are nsed by brokers and other
individuals for speculative or marginal dealings and in the manipula-
tion of prices of securities and commoditice on stock exchanges and
commodity exchanges; and

Whereas it is advisable to gather the facts relating to the aforesaid
charges as the basis for remedial and other legislative purposes: There-
fore be it

Resolved, That a committee of five Benators be appolnted by the
President of the Senate., The committee is hereby auothorized and
directed—

1. To conduct an investigation of stock exchanges, commodity ex-
changes, and brokerage houses and of the means and methods employed
by speculators im the manipulation on such exchanges of prices of
securities and commodities, particularly graln, sugar, and other food
products ; and

2. To inguire into and investigate the charges that banks, including
member banks of the Federal reserve system, insurance companies, and
other financial Interests In New York City and in other cities have
improvidently loaned large sums of money to brokers and to individuals
connected with brokerage houses, banks, insurance companies, and other
financial interests, which loans are used for speculative or marginal
dealings and for the manipulation of prices of securities and commodi-
ties on the stock exchanges and produce exchanges.

Soch committee as a whole or by subcommittee is authorized to hold
bearings, to sit during the sessions or recesses of the Sixty-eighth
Congress at such times and places, to employ such counsel, experts, and
accountants, and clerical and other stenographlic assistants as it may
deem advisable. The commitiee s further authorized to send for per-
sons and papers; to require by subpeena or otherwise the attendance of
witnesses, the production of books, papers, and documents: to admin-
ister oaths, and to take testimony, as it may deem advisable. The
cost of stenographic service to report sueh hearings shall not be in
excess of 25 cents per hundred words, Bubpenas for witnesses shall
be issued under the gignature of the chairman of the committee or sub-
committee thereof. Hvery person who, having been summoned as a
witness by authority of said committee or any subecommittee thereof,
willfully makes defaunlt or who, having appeared, refuses to answer any
guestion pertinent to the investigation heretofore authorized, ghall be
lable to the penalties provided by section 102 of the Revised Statutes
of the United States. The expenses of the committee shall be paid
from the contingent fund of the Senate.

Mr. WARREN. Mr, President——

The PRESIDING OFFICER. Does the Senator from Utah
yield to the Senator from Wyoming?

Mr. KING. I yield.

Mr. WARREN. I assume that, perhaps, the Senator from.
Utah intends to address himself to the resolution?

Mr, KING. ' Yes.

Mr. WARREN. I rose to ask a question. I know that
the Senator is economical, and I know he is one of those
who earnestly desire to guard the public expenditures so that
they may be kept at the lowest possible figure. I therefore
desire to ask what is the Senator's idea as to the possibla
expense involved in an investigation of the kind he now pro-
poses? I am prompted to ask the question because of some in-
vestigations which we have heretofore instituted, the expenses
of which have run into a great many thousands of dollars,
It seems to me, Indeed, that we are going a little wild in pro-
viding for investigations. I should, therefore, be glad to have
the Senafor’s idea about the expense which he thinks would
be involved in this instance,

Mr. KING. . Mr. President, the able Senator from Wyoming,
with his wide experience, could give an opinion which would
be of greater value than any which I might express. May I
say that there is a disposition to investigate too much, to in-
vestigate everybody and everything, but some organizations
and activities ought to be investigated. The Senator from
Wyoming will not contend that good has nof resulted from
some investigations which have been made,

The present Presiding Officer [Mr. Moses in the chair] is
now engaged in an investigation of Mr. Bok for offering a prize
for a plan for world peace; to make such investigation of the
Bok peace seems unwise, not to say foolish and improper. As
to the cost of the investigation which I propose, I should imagine
that the cost would run between $5,000 and $15,000.

Mr. WARREN. Mr. President, in view of the expenses of
many other investigations, I fear that the ealculation of the
Senator from Utah is very small.

I agree with the Senator that some of the investigations
which have been instituted have borne fruit; but, looking back
over a series of years, I think it is but fair to say that most
of them have resulted In nothing except the printing of many
documents which have gone into pigeonholes and storerooms
about the Capitol and elsewhere.

While I make no objection to the proposed investigation, X
do wish to know whether or not, in the estimation of the Sena-
tor, it may be accomplished with an expenditure of $12,000 or
$75,000. Ideem itmy duty to make some of these inquiries which
I have made, because we have to reimburse the contingent
fund of the Senate at various times for the large appropriations
made for the use of investigating committees. Those appropria-
tions have grown to be 100 times what they once were in the
expenses of the Senate, and it seems to me the proportion is a
bit too large.

The PRESIDING OFFICER. The Chair will inform the
Senator from Wyoming that the resolution of the Senator from
Utah Is not now before the Senate.

Mr, KING. Mr. President, I commend the able Senator from
Wyoming [Mr. WagrreN] for the vigilance which he displays in
guarding the Public Treasury. I have had occasion to support
him in m#ny measures, and I have also differed with him in
many instances when I felt the appropriations sought were too

large.

Mr. WARREN. Mr. President, T will remind the honorable
Presiding Officer that while it is true the matter being dis-
cussed by the Senator from Utah may not be before the
Senate the Senator from Utah was about to speak to the
resolution before the Senate, and I therefore desired to pro-
pound the inquiry which I have propounded and to which I
have been pleased to have the Senator reply.

Mr, KING. Mr. President, I had not intended to discuss
the resolution or cognate question until the Senator from
South Carolina [Mr. Diar] and the Senator from Louisiana
[Mr. RaxspELL] called attention to certain matters connected
with the cotton exchanges and their activities, and I shall
not at this time attempt any extended and comprehensive
discussion of the questions presented by the resolution just
read.

The speculation in so-called securities, or “playing the
stock exchange,” as the phrase goes, is assuming the propor-
tions of a national vice. The country has been shocked at
the failures of stock brokers in the city of New York within
the last two years, and the customers and clients of these
bankrupt brokerage firms have been more than shoecked: they
have been overtaken with financial ruin. * Playing the stock
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market” is not by any means confined to the city of New
York. In many communities we find the ubiquitous broker
with his board of eurrent guotations, received legitimately or
illegitimately over wires from the New York Stock Exchange
and the Chicago Board of Trade. This board is displayed in
the broker's frading room, which comports in appointments and
attractiveness with the stand the broker is making to attract
the public. These trading rooms vary all the way from the
small-town bucket shop to luxurious quarters on the ground
floor of business buildings in the metropolitan centers. There
is but little, if any, difference between the quarters of the
bucket shop and the guarters of the legitimate broker except
one of degree. And many brokers of the highest standing often,
if not habitually, * bucket " their orders, and many of them in
New York and elsewhere assume to combine the functions of
broker and banker, carry accounts with thelr customers, and
charge interest on unpaid purchase money for stocks bought
and sold on customer's account.

To illustrate the wide extent of the activity of those who fol-
low the stock market, I desire to direct attention to the faet
that for the fiscal year ended June 30, 1923, the collector of
internal revenue reporied that there were 19,526 stock, produce,
and merchandise brokers in the United States, distributed
among the States. I have here, Mr. President, a list of the
States showing the distribution, which I ask to have printed
without reading.

The PRESIDING OFFICER. Without objection, it is so
ordered,

The list is as follows:
P TR B S A SRt L L bl = 169
Ari AN 28
Arkansas. __—-___.___ = s = 95
California e e 1,523
Colorado_ _ e T Eoreioirs - 1
Connecticot - —=—- £ e U DL e LT e e 113
Delaware e . 49
Florida - _.
Georgia Ak
DR, g § DTk o L SN il L e Ui
JaaN0. - e
Illinois =
Indiana —__ S e L 217

e 440

R
Kentucky - e
Loui '('“{ ______ e e T e R 212
Maine o etk AL 483
YT T AR R S (RS L e St L TR LI (B B T S i e P 624
M. h tts i ggg
Michigan_ ...
Minueﬁgta i s 5625
ulmlsslppl 56
Migsour e G068
Montana Cis A R o4
Nebraska T DL LT Pt ey L e 145
ﬁe"dﬁ"“sm 8 ég

ew Hampshire . ___ _ o

New Jersey.-—. e U R 217
New Mexico.——— -~ o —— LA ]
New York_ 4,198
North Carolina <55 AT 929
North Dakota 2 e 15
Ohio BGG
Oklahoma - naTe 29{1]
Ori'gon et o)
Pennsylvania LSS - 1,259
Rhode Island et e e SR 81
Bouth Carolina 205
Bouth Dakota_ 6
Tennegsee ______ - i 289
Texas B8O
Utah — e o6
L e I et S S SO e e e A%, 9
Virginia i —~- - BOO
Washington 400
West Virginla_ - - = el 20
Wisconsin = s 848
Wyoming. — ]

Mr. KING. It is proper to state that the foregolng tabula-
tion includes produce and merchandise brokers as well as
stockbrokers. The statistics of the brokers' license tax paid
the Federal Government do not separate the stockbrokers
from the other brokers. I have, however, examined a com-
mercial list of stockbrokers in the country who have doubt-
less paid to have their names entered in the list, and I find
that this list contains the names of 4.566 stockbrokers. 1 ask
leave to insert the list in the Recorp without reading.

The PRESIDING OFFICER. Without objection, It is so

ordered.
The list referred to is as follows:

New York City e 1,386
T S B e e i 24
New York State 47T
Connecticut-_. - 70
Maine______ 42
Massschtgetts e 257
New Hampshlre 10

T e T At S S et £ N B L 66
Pennsylvanin_ - S < 485
Rhode lsland ___ =t - o 44
Vermont A o 1
Ohlo__- 220
Alabama— . 11
Delaware SEE L
Florida P o 12
Georgia i 28
Illinois L = 3656
Indiana L b1
ey L e e e 25
Marylan 3 et BT
Michigan G TR AR | |
Mississippi_-_ . ___ 1
North Carolina 8
Ten: 19
Virginia 26
Washington, D. C_ a2
West Virginia .. 14
Wisconsin 72
Arizona__ i b
Arkansas e = 10
California_ 240
Colorado —.__ - 61
Idaho. ek 1
Towa.___ = ta oI
Washington . _____ = 67
South Carolina - 9
Kansas___. 20
Louisiana 41
Minnesota 90
NSRaoTTE D e e e e T e e e D 118
Montana 13
Nebraska . 23
North Dakota 5
Oklahoma .. 26
Oregon._ . 20
South Dakota 2
pym b L L= 49
LT EEBNIR TR 22 13
b T e Sereel 1s e W e I e U ST e S M [T T 2

Mr. KING. Mr. President, many of the brokerage firms in
this commercial list maintain numerous branch offices, none
of which are counted in the above enumeration. The list, more-
over, as indicated above, is by no means complete, but contains
the names only of those brokers who advertise in the publica-
tion from which the list is taken. The total number of these
advertising brokers is only about one-fourth of the number of
brokers who pay the Federal tax, the great proportion of whom
are stockbrokers. It must also be understood that for every
broker there are a more or less large number of clients and
customers who represent the public end of this stock-speculating
game and whom the brokers get golng and coming for commis-
sions on their purchases and sales. These members of the
publie who erowd in the trading rooms of the bucket shops and
brokerage houses the country over constitute a great multitude
of people who are infected with the vice of following the stock
market, with whom quotations are a daily obsession, who waste
days and weeks of their time loitering in the trading rooms,
and who exhibit all the manners and gambling psychology so
obrious in the men who follow the race horses and play the
ponies in this country. These persons have a constant concern
with what the “market s dolng” and what a certain stock
“has made.” They have developed a language of their own,
which is betrayed in their ordinary conversation.

But the heart and center of this widely ramified business is
New York City, and specifically the New York Stock Exchange.
To demonstrate the domination of New York in these stock
transfers we have only to consider that of the total transfer
tax on shares of capital stock reported by the Bureau of In-
ternal Revenue for the year ended June 30, 1923, amounting
in all o $0,871,604.11, $8,808,284.54 was reported from the Wall
Street district of New York City, the residue of $1,063,319.57
being the capital-stock transfer tax pald in the country outside
of New York City. These figures afford the best index of the
volume of actual share transfers in the country. This tax is as-
sessed at the rate of 2 cents for each $100 of face value or frac-
tion thereof. At the rate of 2 cents per $100 of face value the
total tax of $9,871,604.11 indicates a nominal face or par value
of the securities transferred of $49,358,020,550, of which $44,-
041,422 700 represents the face or par value of the shares of
corporate stock transferred in the Wall Street district of New
York City.

The total shared capital of corporations reporting to the
Commissioner General of Internal Revenue for the fiscal year
ended June 30, 1922, at par value, was, for common stock,
$56,607,361,074, and of preferred stock, $13,623,114,781, making
a total par value of share eapital, common and preferred, of
corporations in the United States of $70,230,476,755, upon which
it is claimed that a fair value exists of $75,406,625,174. The
volume of share transfers in the United States it would seem
amounts to two-thirds of the total share capital of all the
corporations in the country. But it must be remembered that
trading in shares proceeds almost exclusively in shares that

e e e e o T el e St
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are listed with and quoted upon the New York Stock Exchange,
It is the quotations made upon the New York Stock Exchange
and carried over the wires to all parts of the country and,
indeed, of the world, upon which speculative sales of share
securities are made; so that the great volume, indeed, nearly
the total volume, of these sales is made up of the sales of
ghare capital of corporations listed on the New York Stock
Exchange. The par value of share securities listed on the
New York Stock Exchange as of October 13, 1921, was $18,464,-
805009, from which it follows that the volume of sales on the
New York exchanges in one year amount to two and one-half
times the fotal par value of the shares of all the corporations
whose capital stock is listed by the New York Stock Exchange.
This indicates an unnatural abnormal turnover of the funded
capital of American industrial and finaneial ecorporations
which can only be interpreted as indicating extensive gam-
bling and speculation in these shares, the fomenting of fluctua-
tions in values and quotations, without which speculation could
not proceed, and which ean not be said to be of any benefit to
the corporations concerned, to the effectiveness and capacity of
their physical plants and equipment for the promotion of pro-
duction, the extension of markets, or the realization of revenue
and earnings. The tremendous sums of money which are con-
stantly employed to effectuate these turnovers are of no more
value or utility to the commerce of the country or to the pro-
ductive enterprise of the counfry than if this tremendous sum
of money represented $50,000,000,000 of gambling wages, in
which this money was merely transferred from one side to the
other side of a gaming table. But this condition would be more
tolerable if those who indulged in these speculations were able,
from a financial standpoint, to follow this game; but the fact
is that it is a vice which carries down to poverty multitudes of
men who can not afford to indulge in this gaming, gambling
luxury.

The dealings in shares of corporate stock upon the New York
Stock Exchange for the last 20 years is indicated in the follow-
ing tabulation, giving the total number of shares sold per
annum for the years specified: .

Number of shares,

1800 -——= T1, B26, B85
1891 = 99, 031, 689
1892 86, 726, 410
1893_ 77,984, 985
1894 49, 275, 756
1805 66, 440, 576
1886 oyt , 663, 023
1897 2= 77, 470, 963
1868 112, 160, 166
1899___ 175, 073, 85656
1900 R - 138, 312, 288
L e b W L ficin e 260, 577, 3564
1902 188, 321, 181
1903 100, 748, 366
1804 156, 429, 384
1905 263, 040, 993
1906 283, 707, 955
1907_ 195, 445, 321
1008 196, 821, 875
1909 ——~ 214, 425, 978
D o o e i 163, 882, 95

1911 e 126, 515, 906
1012 131, 051, 116
R L e Gt o8
1915 173, 878, 655
1816~ 232, 842, 807
A017__ -~ 184, 538, 371
1018 143, 378, 095
1019 __ 307, 889, 450
1920 e 223, 931, 439
1921 170, 839, 539
1922 200, 763, 997

These tabulations are the figures for the New York Stock
Exchange. They do not, of course, include the number of
shares sold on the curb, the consolidated exchanges, or other-
wise, in New York City or elsewhere. For the fiseal year
ended June 30, 1923, the total indicated value of the transfer
of shares upon which the Government tax of 2 cents per
hundred dollars of face value was paid amounted to $49,358.-
020,550. At the customary or usual par or face value of $100
per share, these figures would indicate that the sales of shares
upon which the Government tax was paid for one year amounted
to 493,580,205 shares, upon the transfer of which the Govern-
ment tax was paid, and which must be accepted as the Dbest
Indication as to the number of corporate shares traded in the
TUnited States in one year.

It is obvious that the tremendous amount of trading in shares
of stock for speculative purposes absorbs a large volume of the
funds of the banks and the money capital of the country. On
the New York Stock Exchange these speculative operations are
financed by call money, supplied by the New York banks. “Call
money ” is a phrase used to denote loans made for one day, and

which may be called at any time after one day. These loans
are made upon the pledge of stock collateral. Kvery day the
bankers of New York at the so-called money desk on the floor
of the New York Stock Exchange offer their available funds
for the purpose of carrying the transactions made on the ex-
change,

It is known that the amount of call money offered by the
banks, which is governed largely by their surplus reserves, has
a direct effect upon the fluctuations in the stock market and
the speculations which these fluctuations stimulate.

The plain fact is that the New York Stock Exchange is op-
erated primarily for the benefit of brokers and bankers. Thesa
are the only persons who regularly and invariably profit from
the transactions on the exchange. The broker takes his com-
missions on all sales and purchases and the banker takes his
interest on his call loans. As to the publie, they win or lose,
Just as the public which follow the horse races win or lose,

The advantage in both cases is with the so-called insiders
or the professional operators who are shrewd enough to buy and
sell within such fluctuations of the market as afford them a
profit, thereby unloading the losses, corresponding to their
profits, on the other parties to the transaction.

The New York banks are up to their necks in the trading
on the New York Stock Exchange, The brokers on the floor
are there to make their commissions, and the bankers are there
to make their interest on their daily loans, The quantity of
such call loans made by New York City banks for the year 1920,
for the days indicated, is as follows:

January 2 i —=—- $1, 349, 822 000
R s e e 1, 364, 017, 000
January 16 £ 1, 322 171, 000
January 23 --- 1,302, 805, 000
January 30 1, 280, 995, 000
February 6 HE 1, 237, 645, 000
February 13 e 1, 154, 004, 000
February 20_ —=== 1,004, 354, 000
February 27 1, 091, 246, 000
March 5 A RS 1, 073, 919, 000
March 12 -~ 1,076,734, 000
March 19_ — 1, 088, 796, 000
March 26 -= 1,080, 841, 000
April 2 =) -- 1, 087, 008, 000
April 9___ -= 1,088, 840, 000
AL AP L T N T Y -~ 1,128, 669, 000
April 23__ - 1,106,271, 000
ﬁ;lril 30__ s 1, 088, 865, 000
L e Ll 1, 064, 104, 000
May 14 - 1,019, 656, 000
May 21 1, 005, 441, 000
May 28 70, 579, H00
June 4 S A L A = 044,834, 000
June 11 231, 039, 000
June 18___ RS s L 852, 067, 000
June 25 v 044, 160, VOO
P S e RN e I R SR AR TR e S T R 938, 151, 000
25014 T T N S S T SR Sl S 944, 049, V00
518 | S R e el A R S S R SR 023, 948, 000
July 23 ot 916, 662, 000
July 30_ == 912, 828, 000
o S Rl S L e S S 885, 1380,
August 13 1 863, 385, 000
F T | e e A S S R R N N R S LR 879, 8382, 000
August 27 862, 500, 000
September 3 843, 224, 000
Beptember 10 2o ma s e S e e T e 871, 560, DOO
September 17 8§81, 822, 000
Beptember 24 875, T00, 00O
October 1_ - 895, 344, 000
8 T e e e T e R s 924, 495, 000
October 15 2 973, 074, 000
T r oy Ay S i e it 4 1 VB A 949, 088, 000
October 29 e B e L 952, 854, 000
November 5 SE 954, 626, 000
Novemt 2 e e e s e T 5, 546, 000
November 10 o e BAT, 152, 000
b d O e R A S e S I e e 848, 091, 000
December T 852, 395, 000
Decemb 0 ML sl L LD oy 4 863, 441, 000
Decemt - S i 838, 100, 000
R B e A e W e ot BOT. 546, 000
December 31— _______ 813, 992, 000

Call money advanced by the New York banks is used almost
exelusively for the financing of so-called marginal transactions.

Call money is all loaned on stock-exchange collateral; and
the difference between the 80 per cent of the market value
which the bank will lend and the market value itself must have
been advanced by the customer or broker on shares which are
placed in the bank as security for the loan. A fall in the value
of securities, of course, adversely affects the margin, and if the
depreciation is great enough the margin is wiped ouf, with a
loss to the borrower, as upon the sale the shares only bring
the amount of the claim of the bank against the same. The
bank intends to be secured in any event.

The losses made by margin traders, although of constant oec-
currence, are not expleited in the newspapers, and do not come
within the knowledge of the general public. The customers who
make the losses are somewhat ashamed of them and have no
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desire to make them public; and the brokerage interests are,
of course, adverse to exploiting the losses of their customers,
as this would have a deterrent effect upon their solicitaton of
new customers and new orders for execution upon the exchange.

The failure of brokerage houses, however, does become a
matter of public knowledge. Whenever a broker sells to a
customer shares he does not have, or buys for a customer shares
which he does not obtain, the broker puts himself in a position
of being short of such shares, and this is the practice of many
brokers. If the market goes down, such shares may be pur-
chased at a lower fizure, and the broker will make the difference
out of his customer. If, however, the shares advance, and the
broker is shert, he has to pay more for the shares in an ad-
vance market; and if the advance continues, and reaches un-
expected quotations, the broker is overtaken by heavy losses.

This is because the broker exercises both the functions of
broker and banker, often without sufficient capital and cer-
tainly with no insurance against the risks he assumes, and
frequently depends upon being able to turn any possible losses
against the customer whose account he carries on his books
and to turn to himself any profits which may be realized by
reason of any fluctuations of the market. In these cases the
interest of the broker is opposed to the interest of his cus-
tomer, as In all cases where the customer is a buyer the broker
is in the position of a short seller; and in cases where the
customer is a seller and the broker a buyer, if the customer
sells short then the broker himself is in position to demand
of the customer profits if the shares advance, and of course
the loss in such case is borne by the customer. If the brokers
themselves could stand these losses, well and good; but when
they fail they of course carry down with them all of their
creditors to the amount of their credit accounts against the
broker. The customers who deposit margins with brokers
are, of course, creditors.

I have made some investigation as to the failures of brokers
and brokerage firms in the city of New York and have been
informed that during the year 1922 and the last three months
of 1921 the following brokers and brokerage houses in the city
of New York failed, with liabilities and assets indicated in
each case.

I shall not take the time to read this long list of failures,
with the amount of liabllities in each case. I ask permission
to insert it in the Recorp without reading.

The PRESIDENT pro tempore. Without objection, 1t is so
ordered.

The matter referred to is as follows:

Failures of brokers and brokerage firms in the oity of New York during
4 j the year 1922 and the ﬁat three months gf 1921,
Firm. Linbilities, | Assets. Exchange.
American Cotton Exchange (Ine.).....| 265000 | §208, 500 | Consolida
) 70, 000 10, 000 i
230, 000 30, 000
25!7],{'0] 10, 000
” 000 3, 000
262, 800 2,500 | Curb,
184, 800 167,100 | Consolidated.
000 & 000
100, 000 &, 000 Do.
000 600, 000 | New York.
60, 000 1, 000
........................ New York Curb.
4,000 | Nominal,
1, 200, 000 850, 000 | Curb.
126, 000 4, 500
430, 000 30, 000
1, 500,000 | Nominal.
40, 3,000 | Assoclated Carbs,
Consolidated,
New York,
300, 000 17,000
1,200,000 | 500,000
200, 000 , 000 | Consolidated.
100, 000 5,000
M. s 600,000 50,000 Do.
- 10, 000 500
A, 260, 000 25,000
E.D. Dier & = 3,000, 000 000 | Associated Curb.
Dillon & Co......... 300,000 | N
Edwards & Gatenby 175, 000 40,000 | Consalidated.
Emanuel, Varcoe & ¥ 95, 000 20, 000 Do.
Ettinge & Wall........ 4 30,000 8,000 Do.
OO NS T R S R .| Unknown. 1,000
Fidelity Finance Corporation. 2|~ 200,000 | Nominal.
Field Brothers_ ... ......... d 75,000 5, 000 De.
First National Co. (Ine.).... &, 000 600
Friedman, Markelson & Co.. i 260, 000 25, 000 Do,
B M Faller & Co..... ..ol e, 5, 000, 000 75, 000 Do.
Gamble & Y80es. .. .eeeiiieieiiiiee] 70,000 6,000

Foilures of brokers and brokerage firms in the city of N
the year 1022 and the lgst three months of gﬁti—g:ntll.:;tdf“ﬂ“’

Firm Liabilities. |  Assets. Exchange.
.-| 589,000 $3,000
T e a0
18, 000 15,000
7,8&0 Nominal, .
& ﬁ'% Nomfaal,
¥, Greenfeld & Co-..ooclonnncicacdonn ezl i
o Crempartc i S8 L Io il 100,800 | Nomin:
gutlc.hﬁu;?,N&ss;h:ft()o................. :}E&n 2,0?).]3
D DO & Cls . asevaanainaidanse , 200 18,600 | Consolida
J. A, Haines & Co........ T 15,000 glom “ o,
Hall& o, ccvvnnsnsons wadenanebepmen sl e M0N0 4,000 Do.
B. F. Harburger & Co....... asseasssss| Unknown. 1,000 -
Haverbeek & Co.. ... ..civcvesinnsns 0,000 | Nominal.
Heatley, Robles & Smith....... A 23,400 12, 000
%ﬂtn_n Ll v %50 gg 40,000 Do.
B DR s s ane e s 5 50,000 | Consalida
William H. Hillyer........ S e AL o
Hoey, Tilden & Co....cconveveronnness| 250,000 120,000 | New York-Assoel-
ated Curb.
Hollister, Liyons & Walton............| 1,200,000 480,000 | N
Emﬁm‘;%& Co:=vsin aig.ﬁmﬁ 5, 700, 000 WDZ“‘
owell ey A 300, onsolidated
Italian Bond Sales Bureau 50, 000 1,% 2
Charles C. James & Co. .. 850, 000 6,000 | Associated Curb-
AT, Jermnings & Co. cocennsrananssa R ES T S ——— Consolls
Toa & TR R ORd: e h e e bbb sa s e Al bt A s v,
Cansolidated.
18,009 500 | Consolidated.
2, 500 Nans,
il e
1,000,000 30,000 g&
0. 129, 700 12,700 Da,
Morton Lachenbruck & CO..oneanease 150, 000 60,000 | Curb,
Xibby & C0.. .. . iieiian 50, 000 1,000
A]{mg " 000, 000

Nominal,

New York Cotton.
Consolidated.
Associnted Curbe
New York.
Consolidated.
Now ‘;;:*b Prod-
u rh.
Raynor, Nicholas & Truesdell.........| 1,800,000 230,000 | Assoclated Curbe
Consolidated.
30, 200 1,000
135, 000 85,000 | Consolidated.
800, 000 50,000 | American Cotton.
23, 500 2,000
000, 000 000 | Associated Curbe
Consolidated.
130, 000 25,000
000,000 |, censsr-| Now York.
35,000 250
400, 000 000 | Consolidated.
20, 000 500 Da.
445, 400 30,100 Do.
170,000 7,000 Do.
15,000 | Nominal.
5 500, 000 75, 000
1,750, 000 900, 000
75, 000 10,000 | Associaled Curb.
7,500 400
3,700 4,200
60, 100 8,500
105, 000 5,000
500, 000 20,000 | Consolidated.
2,500 None,
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Failures of brokers and brokerage firms in the di’%zof New York during

the year 1922 and the last three months of 192i—Continued.
Firm. Liabilities. Assets. Exchange.
‘Consolidated-Carb-
can.
7.D. S0garman & Co. . cueeveveesnnnns| 31,289,000 | $500,000 o AmeIEN. ok
Products.
PR I O P e R D e Rt 17, 800 1,100
J.)ly.'l‘alle P e AR T b el iy .78, 600 24, 600
Frankl e & Coc i aiainiiis e e Hdion
H. 8. Thomas & Co. (In€.) . ecceeunn.-. A e b e e -
i i o, € T Ry R S I A 80O, ,000 | Curb-New York.
B W Waeet 00 e eeesl 9,600,000 | 5,500,000 Do.
a0 e R SRR R ) Soe S e
Cortlandt Ward & Co......... ; .
F.B. Warren & Co........... et FF s TR b i
Wasserman Bros. ..........coceaeeiiis 750, 000 500,000 | Associated Curb-
New York.
Waters & Cook:.. i itsininamacissiasa 45,000 3,000 ted.
‘Weldner & Co.........o..-- P N 000 | Nominal.
W K0 S e R i 60, 000 6,000
Winfald Broa. - oo i 20, 000 3, 500
Maurice M. Woll. ... . 276, 800 104, 700
‘Wooster, Thomas & Co. . ..veocinnnnns 394, 000 9

(NoTe.—The above company has norelation with S8imon & Co. now doing busines
at 67 Exchange Place.)

_ Mr. KING. In addition fo the foregoing failures, there were
in the year 1923, a number of other failures of brokers and
brokerage houses, including the important firms of Knauth,
Nachod & Kuhne, Zimmerman & Forshay, Marshall & Co., and
Wiggleman & Co.

These failures were so flagrant as to really amount to a
publie scandal and accordingly became the subject of investiga-
tion by the district attorney’s office. I have received from
Hon. Joab H. Banton, district attorney for the county of
New York, a letter setting out with particularity some of the
fraudulent, improvident, and improper practices which are pro-
lific eauses of the failures above referred to. Mr. Banton also
outlines some remedial measures which I would like to bring
to the attention of the Senate.

I ask that the Secretary may read the letter.

The PRESIDENT pro tempore. The Secretary will read.

The principal legislative clerk read as follows:

DISTRICT ATTORNEY'S OFFICE, CousTY OF NEW YORK,
CrimiNan CourTs BUILDING,
New York, September 21, 1923,
Hon. WinniamM H. Kixg,
United States Senate, Senate Office Building, Washington, D. C.

Dear Smm: 1 beg to acknowledge your letter of the 12th instant,
inquiring as to the information and data, etc., available In connec-
tion with proposed regulation of stock brokerage houses and exchanges
upon which securities and commodities are traded in. Some time
ago [ caused to be introdoced In the New York State Legislature
a bill baving that In mind, the general plan of such bill being a
compulsory licensing of all such brokerage businesses and exchanges,
and their sopervislon by our State superintendent of banks along
the lines of our present banking laws. It was my thought that
regular access should be had to the books of all such businesses by
public officials who are competent to detect any fraud belng perpe-
trated in connection therewith. It was to be a crime to do business
in the State as a broker or in connection with a stock exchange
unless a license had been first procured. The license, of course, could
be revoked by that branch of the government issuing the same, upon
proper cause for such revocation being shown, such cause being fraud-
ulent and unsafe practices, insufficient capital, etc. The statutes
in most States which make felonles of certain practices In connection
with the brokerage business are involved and especlally designed,
apparently, to make it difficult to obtain proof without granting im-
munity to those who should be punished.

I have before me as I write a list of more than a hundred broker-
age houses ranging from members of the New York Stock Exchange
down to those of the New York Curb Market and nonmembers of
any exchange, all of which have failed with labilities approximately
100 times greater than their nebulous assets, and though many of
them have been indicted and convicted there are a greater number
who can never be reached becanse of the inadequacy of our statutes.
The principal methods utilized by brokers in defrauding their cus-
tomers consisted of various devices for retaining * margins' or col-
lateral—which, after all, are the only property that comes Into
the hands of brokers. These devices may be grouped into three
olasses. The first i{s what is ordinarily known as “ bucketing™; in
guch a case, when an order is given by a customer to a broker to
purchase, upon credit or margin, certain securities for the customer’s
account, the broker simply sends the customer a memorandum to the

effect that the order has been executed, when in fact such order has
never been executed. The result i{s that the margin or collateral
forwarded to the broker by the customer remains in the possession
of the broker, who waits until a slump oeccurs in the ever-fluctoating
stock market. He thereupon advises the customer that the customer
has been sold out; and pockets the margin or disposes of the collateral,
Of course, in practice, the crooked broker disposes of the margin and
collateral immedlately upon its recelpt by him. If the customer has
given an order to sell * short " the converse of the proposition is true;
and the broker waits for a rise in the market and then informs the
customer that the customer’s margin or collateral is forfeited because
of the turn the market has taken.

On the other hand, if in the case first mentioned the market never
takes a slump but continues to rise—or, in the latter case, the market
never takes a rise and continues to fall—the broker who has not exe-
cuted the orders In question for his customer, when ealled upon to
deliver the securitles he is supposed to have purchased, or money re-
celved, for such customer, is unable to do so and must go into bank-
ruptcy.

The second and more common device utilized by brokers is trading
against the orders of their customers. In such case the broker goes
through the form of executing the order, but immediately, through
dummy accounts known as “ house accounts,” offsets the execution of
such order by a contrary executlon for such dummy or " house account."”
In other words, if the customer gives the broker an order to purchase
certain shares of stock upon margin, the broker who adopts the device
Jjust mentioned will actually purchase and earry out the order. Imme-
diately thereafter, however, he will sell for the dummy house account—
that is, for himself—a like amount and the same kind of stock at
approximately the same price. In such case, because of the clearing-
house system, no actual delivery of any stock does take place, and
precisely the same result is accomplished as in the case of a straight
* bucket " ; so that here, too, the broker is in the same situation as he
was in connection with bis customer's margin or collateral as in the
case of a * bucket.”

A third device is what is known as utilizing the customer's securities
as collateral in the broker's ** general loan " with some ether brokerage
house or a bank, which is substantially the same thing as selling out
the customer’s collateral. Our State statutes seem to have a prohibition
against this In cases where the broker holding stocks as collateral in
margin accounts does not carry on hand at all times sufficient stock of
the same kind to return to the customer should the customer demand it
and tender what is due. Bat the Broker evades this law by keeping on
hand just enough of a particular kind of stock as will represent the
largest amount pledged with L' . Thus If A" " B,” and “ C" are cus-
tomers of a broker and "“A" leaves with him 100 shares of Standard O
Co. of New Jersey as security for margin account, and “B" leaves 50
shares of the same stock, and “ C" leaves 25 shares of the stock in the
same way, the crooked and law-evading broker does not carry on hand
175 shares of such stock but only 100 shares. So that If elther “A"
or “B" or “C" should make demand upon him the amount that such
broker will have on hand will equal any amount which either of the
three is entitled to get back. The broker will sell, dispose of, or repledge
for his own use the other 756 shares of stock with perfect impunity,
because it is Impossible to prove under existing laws that the 100 shares
of stock-kept is not to be applied to either one of the three customers
upon a demand for the return thereof.

These three situations occur in the vast majority of crooked broker-
age failures and could all be discovered and prevented if some re-
sponsible public official had access to and would periodically examine
the books of these brokers, The mere organization of a stock exchange
and the passage of rules Ly its board of governors does not and can not
remedy the evilg of such a situation. A conerete example of this is the
New York Consolidated Stock Exchange where, apparently, a ring of
dishonest brokers were in a position to cooperate in their dealings
through the very existenee of such exchange, and as a result of which
customers lost untold millions. The principal business on the New
York Curb Exchange for many years was done by a brokerage house
which recently failed and was a member of that exchange; and which,
in torn, controlled and employed a number of separate members of the
exchange, apparently having no connection with the said large broker-
age house, but, in fact, being utilized by it as a means of accomplishing
the very frauds pointed out above.

Practically all brokerage business is transacted through the use of
the mails and interstate telegraph and telephone service. And therein
lies the means of cantrolling stock exchanges and brokers. In addition
to the foregoing suggestions, it seems to me that If the Federal Gov-
ernment passed a law making it presumptive evidence of the conceal-
ment of assets for persons who are engaged in the brokerage business
to fail without keeping a full and compléte set of understandable books,
and barring use of malls, ete., to those who do not keep such books
something could be accomplished toward recovering moneys lost by cus-
tomers. 8o, too, if it were made a presumptive rule of evidence that
brokers who carry margin accounts for other brokers are presumed to
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know that securities used as margin in such accounts are in fact the
securifies of customers, a great deal could be done to stop brokers gam-
bling with customers’ property. The Pujo committes, in 1914, as you
will doubtless recall, urged the regulation of exchanges and brokers by
means of the Government's right to control the use of the mails and
interstate commerce via telephone and telegraph.

I trust what I have indicated above meets what you have in mind
in writing your letter of September 12, 10923,

Respectfully yours,
Joar H. BANTON,
District Attorney.

Mr. KING. The resolution which I offered is pending before
the Finance Committee. I shall press for favorable action, be-
lieving that the situation calls for an Investigation of the ex-
changes now operating in the United States. After the com-
mittee has acted, or if it shall fail to favorably report the
resolution, I shall ask the attention of the Senate to a further
discussion of this important subject and shall suggest some
legislation which may mitigate somewhat the evils which are
so apparent. Undoubtedly the States could and should deal
meore effectively with the evils referred to by District Attorney
Banton and those which I have casually alluded to. I recog-
nize that the field of the Federal Government, in dealing with
exchanges and bucket shops and the gambling and speculative
evils so common in connection with grain, commodity, and stock
exchanges in the United States, is limited; and, with my great
respect for the rights of the States, I would be the last one to
recommend legislation whieh infringed the police powers or the
sovereign rights of the States.

I have prepared a bill which deals with exchanges engaged
in interstate commerce transactions and which denies the use
of the mails to those engaged in certain interstate transactions.
I have been urged by many who have given attention to the
subject now under discussion to seek legislation. placing stock
and other exchanges which deal in inferstate stocks, bonds, and
commodities under the control of the Federal Government.
Many have suggested that all corporations and individuals so
engaged should obtain licenses from the Federal Government
and be subject to inspection and examination as national banks
are examined by Federal agencies. The suggestion has also
been made that the Federal Government should deal with these
interstate transactions by imposing a tax upon every sale,
whether of commodity or stocks or bonds, where the vendor
did not have the commodity or stock or bond and where there
was not delivery accompanying the sale. I have preferred, how-
ever, to wait until after a committee has made the investigan-
tion called for by my resolution before submitting legislation.

I have not attempted to call attention to the evils that are
found in the commodity exchanges and in the grain exchanges.
Tteference has been made in the discussion this afternoon con-
cerning cotton to the fact that, as I recall, 70,000,000 bales were
alleged to have been bought and sold en the cotton exchanges
in the United States in a given year, whereas the entire product
was less than 10,000,000 bales.

Mr. CARAWAY. Permit me to call the Senator's attention
to the fact that after looking this matter up a little further I
find that in 1922 they sold on the three exchanges 224,000,000
bales, as against a production of between seven and eight
million. .

Mr. KING. That confirms the observation which I made
when I interrupted the Senator from Louisiana [Mr., Baxs-
perL], and indicates that the evil was greater than was indi-
cated by the Senator from South Carolina.

I can not assent to the proposition which is implied in the
remarks of the Senator from Louisiana [Mr. Raxsperr] that
these exchanges, with the gambling and speculation which they
encourage and which they continue, are of such importance to
the people of the United States. There is not a stock exchange
that adils a penny of wealth to the country. There is not a
cotton exchange or grain exchange that grows a pound of ecot-
ton or a grain of wheat. Dut thousands of speculators live in
luxury, live in afluence and in wealth, which they have wrung
by their gambling and by their speculation from the laboring
men and from the toilers on the farms and the plantations of
our country.

It does seem to me that this evil rises to such heights as to
demand the attention of the Federal Government. I sincerely
hope that my resolution may be reported and that a compre-
hengive investigation may be made, with a view of determining
whether the field is one which should engage the attention of
the Federal Government and call for remedial legislation.

VOTE ON NOMINATION OF WALTER L. COHEN,
Mr. JONES of Washington. Mr. President, I desire to pre-

sent a notice which I want to give of a motion to suspend a
part of Rule XXXVIIL

The PRESIDENT pro tempore. The notice will be read.
The reading clerk read as follows:

I hereby give notice that after one day from the presentation of this
notice and as soon thereafter as possible, T shall move to suspend that
part of paragraph 2 of Rule XXXVIII, embraced in the first sentence
of sald paragraph 2, for the purpose of moving that the injunction of
secrecy be removed from the vote on the confirmation of the nomination
of Walter L. Cohen, and that the vote on sald nomination be printed in
the CoNGRESSIONAL RECORD,

g Eﬁe PRESIDENT pro tempore. The notice will lie on the
able,

COXDITION OF RATLROAD EQUIPMENT.

The PRESIDENT pro tempore lald before the Senate a com-
munieation from the chairman of the Interstate Commerce
Commission, transmitting, pursuant to law, a report for the
month of January, 1924, showing the condition of railroad equip-
ment and related information, which was referred to the Com-
mittee on Interstate Commerce,

EDWIN DENBY, SECRETARY OF THE NAVY.

The PRESIDENT pro tempore laid before the Senate a com-
munleation from Walter C. Clephane, on behalf of the District
of Columbia Chapter, Military Order of the World War, trans-
mitting a resolution adopted by the chapter, which, with the
accompanying resolution, was ordered to lie on the table and to
be printed in the Recorp as follows:

DigrricT oF CoLuMBIA CHAPTRER,
MiLiTArRY ORDER OF THE WORLD YWaR,
Washington, D. O., February 16, 192§,
To the honorable the PRESIDENT OF THE UNITED STATES SENATE !

Deanr Sig: I have been directed by the District of Columbia Chapter
of the Military Order of the World War to transmit to you a copy of
a resolution passed hy that chapter on February 13, 1924, the same
being inclosed herewith.

Very truly yours,
Warrer C. CLEPHANE,

S

DisTrICcT OF COLUMBIA CHAPTER,
MiriTAnY ORDER OF THE WORLD Wan,
Washingion, D. O.

Whereas the reputation and Integrity of a companlon of this order,
the Hon. Edwin Denby, SBecretary of the Navy, have been attacked in
Congress In an exceptionally conspicuous manner, accompanied by a
demand for his resignation as a member of the President's Cabinet;
and

Whereas the President of the United States, in language as plain as
it was forceful, has emphasized the fact that the National Constitntion
prescribes an orderly procedure for the ascertainment of, and punish-
ment for, such guilt as that with which the Secretary of the Navy has
been branded, and that this public condemnation of him has been made
without regard to the settled processes of the law; and

Whereas this organization, as a patriotic body, i8 pledged to maintain
and uphold the Constitution and laws of the United States, and is un-
alterably opposed to any action by any individoal or body of men,
however exalted, which seeks to condemn and punish without giving
to the accused the protection whieh is guaranteed to him by law:
Now therefore be it

Resolved, That the District of Columbia Chapter of the Military Order
of the World War, in meeting assembled this 18th dsy of February,
1924, place itself upon record as heartily approving the stand taken
by the President of the United States in ignoring the demand made
upon him to sacrifice an officer of the United States Government and
to punish him for an action of such a character that, under the laws
of the land, no penalty can properly be inflicted without complete proof
of guilt; and be it further

Resolved, That a committes from this chapter be appointed by the
commander thereof to convey in person copies of these resolutions
to the President of the United States and the honorable the Becretary
of the Navy, and that a copy be also sent to the President of the
Senate of the United States.

Exynarrs WacoaMAN, Commander.
Jaues O. PorTER, Adjutant.

PETITIONS AND MEMORIALS,

Mr, McKINLEY presented memorials, numerously signed, of
members of the Santa Fe Supervisors’ Association and of the
shop associations of the Atchison, Topeka & Santa Fe Railway
system, of Chicago, IlL, remonstrating against the making of
any substantial changes in the transportation act of 1620, which
were referred to the Committee on Interstate Commerce.

Mr. CAPPER presented a petition of sundry citizens of
Medicine Lodge, Kans,, praying for the enactment of legisla-
tion repealing the so-called wur and nuisance taxes, especially
the tax on industrial alcohol, which was referred to the Com-
mittee on Finance. i
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He also presented memorials, numerously slgned, of members
of shop nssociations of the Atchison, Topeka & Santa Fe Rall-
way system, of Arkansas City, Kans, remonstrating against
the making of any substantial changes in the transportation
act of 1920, which were referred to the Committee on Inter-
state Commerce.

Mr. WILLIS presented a resolution adopted by the Retail
Merchants' Division of the Chamber of Commerce, of Mansfield,
Ohio, favoring adoption of the so-called Mellon plan of tax
reduction, which was referred to the Commiitee on Finance.

He also presented a petition of sundry citizens of Dayton,
Ohio, praying for the passage of legislation removing the ex-
cise taxes on taxicabs for hire, on tires, inner tubes, parts, and
aecessories therefor, and to reduce the tax on taxicabs from §
per cent to 3 per cent, which was referred to the Committee
on Finance.

He also presented a resolution of the council of the city of
Toledo, Ohio, favoring the granting of adjusted compensation
to veterans of the World War, which was referred to the' Com-
mittee on Finance.

He also presented a resolution of Cineinnati (Ohio) Post, No.
270, the American Legion, favoring the classification of nurses
by the Federal Government as being in the professional service,
which was referred to the Committee on Civil Service,

Mr. ROBINSON presented a letter in the nature of a petition
from Herman Day, of Chevy Chase, Md., praying that an in-
vestigation be had of the United States Botanic Garden, which
was referred to the Committee on the Library.

Ile also presented resolutions adopted by Frank Fried Post,
No. 18, American Legion, Department of Arkansas, of Mena,
Ark., favoring the prompt passage of legislation granting ad-
Jjusted compensation to veterans of the World War, which
were referred to the Committee on Finance.

IHe also presented resolutions adopted by Vietor Ellig Post,
No. 31, the American Legion, of Fort Smith, Ark., urging that
an apology be demanded of the German Government and the
German ambassador recalled for his failure to order promptly
the flag half-masted as an act of respect on the occasion of the
death of former President Woodrow Wilson, which: were re-
ferred to the Committee on Foreign Melations.

REPORTS OF THE COMMERCE COMMITTEE.

Mr. LADD, from the Committee on Commerce, to which
were referred the following bills, reported them severally
without amendment and submitted reports thereon:

A bill (8. 2420) granting the consent of Congress to the
State of South Dakota for the construction of a bridge across
the Missouri Rtiver between Potter County and Dewey County,
8. Dak. (Rept. No. 164) ;

A bill (8. 243¢) granting the consent of Congress to the
Board of Supervisors of Leake County, Miss, to construct a
bridge across the Pearl River in the State of Mississippl
(Itept. No. 165) ;

A bill (8. 2437) granting the consent of Congress to the
Board of Supervisors of Leake County, Miss,, to construet a
bridge across the Pearl River in the State of Mississippl
(Rept. No. 166) ; and

A bill (8. 2446) granting the consent of Congress to the
Ciarks Ferry Bridge Co. and its successors to construct a
bridge across the Susquehanna River at or near the railroad
station of Clarks Ferry, Pa. '(Rept. No. 167).

ENROLLED BILL AND JOINT RESOLUTION PRESENTED.

Mr. WATSON, from the Commitiee on Enrolled Billg, re-
ported that this day they had presented to the President of the
United States the following enrolled bill and joint resolution:

8. 2249, An act to extend for nine months the power of the
War Finance Corporation to make advances under the pro-
visions of the War Finance Corporation act, as amended, and
for other purposes; and

S. J. Res. 71, Joint resolution directing the Secretary of the
Interior to institute proceedings touching sections 16 and 36,
township 30 south, range 23 east, Mount Diablo meridian.

BILLS AND JOINT RESOLUTION INTRODUCED.

Bills and a joint resolution were introduced, read the first
time, and, by unanimous consent, the second time, and re-
ferred as follows:

By Mr. SIMMONS:

A Dill (8. 2560) granting the Fort Macon (N. C.) Military
Reservation to the State of North Carolina; to the Committee
on Military Affairs.

By Mr. CAPPER:

A bill (8. 2561) to provide further for the national security
and defense; to the Committee on Military Affairs.

A bill (8. 2562) for the rellef of Wllliam Hensley; to the
Committee on Claims.

By Mr. MoNARY!

A bill (8. 2563) to provide for the purchase and acquirement
by the United States of certain lands within or adjoining the:
Superior National Forest, in the counties of Cook and Lake and
that part of 8t. Louls County north of township 58 north and
east of range 18 west of the fourth principal meridian, in the.
State of Minnesota; to the Committee on Public Lands and
Surveys.

By Mr. SWANSON:

A bill (8. 2564) granting a pension to Dr. H. W. Judd: to the
Commlttee on Pensions.

By Mr. DILL:

A bill (8. 2565) to authorize acquisition of unreserved public
lands In the Columbia or Moses Reserve, State of Washington,
under acts of March 28, 1912, and March 8, 1877, and for other
purposes ; to the Committee on Public Lands and Surveys.

By Mr, McCEELLAR:

A Dbill (8. 2566) granting a pension to Mary A. Huckaba
(with accompanying papers) ; to the Committee on Pensions.

A bill (8. 2567) to provide for the acquisition of a site and
the erection thereon of a public bullding at Ripley, Tenn. (with
accompanying papers) ; to the Committee on Publle Buildings
and Grounds.

By Mr. COPELAND :

A bill (8. 2568) for the relief of the owners of the steam tug
Joshua Lovett; and

A bill (8. 2569) for the rellef of Walter S, Holbrook, as
managing owner of the steam tug Orescent; to the Committes
on Claims.

By Mr. JONES of Washington :

A bill (8. 2570) to provide for the establishment, operatlon,
and maintenance of foreign trade zones in ports of entry of tha
United States, to expedite and encourage foreign commerce,
and for other purposes; to the Committee on Commerce.

By Mr. WILLIS: i

A bill (8. 2571) to extend the provisions of certaln laws to
Porto Rico;

A bill (8. 2572) to purchase grounds, erect and repair buildings
for customhouses, offices, and warehouses in Porto Rico; and

A blll (8. 2573) to amend and reenact sections 20, 22, and 50
of the act of March 2, 1917, entitled “An act to provide a civil
government for Porto Rico, and for other purposes "; to the
Committee on Territories and Insular Possessions,

By Mr. BURSUM :

A bill (8. 2574) granting a pension to Patricia 8. de Qallego;
to the Committee on Pensions.

By Mr. McKINLEY :

A Dbill (8. 2575) for the promotion of certaln officers of the
United States Army now on the retired list; to the Committee
on Military Affairs,

By Mr. REED of Pennsylvania:

A bill (8. 2576) to limit the immigration of aliens into the
United States, and for other purposes; to the Committee on
Immigration.

By Mr. REED of Pennsylvania '(by request) :

A bill (8. 2577) for the relief of 'the estate of Richard W.
Meade, deceased; to the Committee on Claims,

By Mr. ASHURST;

A bill (8. 2578) authorizing the eompletion of the diversion
dam and irrigation system on the Gila River Indlan Reserva-
tion, Ariz.; to the Committee on Appropriations,

By Mr. JONES of New Mexico:

A bill (8. 2579) for the rellef of John H. Easley; to the Com-
mittee on Claims.

By Mr. BRANDEGERE:

A Dbill (8. 2580) authorizing each of the judges of the United
States district court for the district of Hawaii to hold sessions
of sald court separately at the same time; to the Committee on
the Judiciary.

By Mr. WADSWORTH :

A joint resolution (S. J. Res. 88) for the appointment of one
member of the Doard of Managers of the National Home for
Disabled Volunteer Soldiers; to the Committee on Military
Affairs.

AMENDMENT TO INTERIOR DEPARTMENT APPROPRIATION BILL.

Mr. NORBECK submitted an amendment providing that the
offices of register and receiver at the Rapid City, S. Dak., land
office be not consolidated, intended to be proposed by him to
House bill 5078, the Interior Department appropriation bill,
which was ordered to lie on the table and to be printed.

Mr, JONES of Washington. Mr. President, I have had occa-
sion to try to find some information with reference to voting
at elections and to ascertain to what extent people neglect this
privilege or avall themseélves of it. I think one of the serious
menaces to the country is the indifference of the people to elec-
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tion day. In my investigation I found an article by Ashmun
Brown in the Providence (R. I.) Journal of September 2,
1923, that gives some very concrete and definite data along
this line. I think in order to be made available it should be
placed In the Recorp, and I ask unanimous consent that it be
printed in the RECORD.

The PRESIDING OFFICER (Mr. Moses in the chair).
there objection? The Chair hears none, and it is so ordered.

The article referred fo is as follows:

[Ashmun Brown in the Providence Journal of September 2, 1923.]

Government by * organized minorities,” government by blocs and
groups are subjects to which publicists have been directing their atten-
tion in increasing numbers during the past year. The result of this
sort of government, as reflected in increased taxes and multiplication
of public officers and employees, has been vividly portrayed. But beyond
guoting approximate and estimated figures, those engaged in the efforts
to eall public attention to the facts have not presented In detail the fun-
damental cause of the rise of minority power over governmental affairs.

That fundamental cause is that considerably more than 50 per cent of
the Ameriean citizens entitled to vote at elections habitually refrain from
voting. And this in a country whose sovereignty les in the cltizenship.

As revealed by the census of 1920, there are in the 48 States of
the Union a total of 54,128,895 cltizens, males and females, 21 years
of age and over. This is the maximum figure of the country's voting
population. In 1920 only 26,657,574, or much less thanm half, partici-
pated In the presidential election. The total of all the votes cast for
Benators and Representatives in Congress in the electlon of November,
1922, was only 20,579,191. In other words, in this last general elee-
tion less than 2 out of every § voters went to the polls.

A bulletin of the National Civie Federation is responsible for the
statement that *“at the last election in England 80 per cent of the
votes were cast, and In that of Germany 82 per cent.”

In an accompanying table is set forth In consolidated form the first
analysis ever published of the voting habits, by States, of the Amerl-
can people as demonstrated in the two latest national elections.

In the table are set forth the mumbers of males and females 21
years of age and over, citizens found in each State by the census of
1920, together with the total number of votes cast in those States in
the elections of 1920 and 1922, with the percentages of the votes cast
to the total voting population. These are the facts at the bottom of
any accurate appraisement of the exact situation.

It will be observed that the voting habits of the Ameriean people
vary remarkably in the different States. It is natural, of course, that
the Bouthern States should be found low down in the seale in point
of percentages, at least. This Is primarily because the heavy negro
population of those States does not make a practice of voting. But it
must be apparent that the absence of the negro vote from the polls
is far from being the only cause for the small votes cast in Southern
Btates, The negro, for example, is not to be held solely responsible
for the fact that South Carolina, with a possible vote of 776,960, cast
only 66,150 in 1920 and 35,130 in 1922, Many thousands of whites
were voting * slackers.”

On the basis of the 1920 vote the rank of the several States in order
of excellence of voting habits is set forth in the following table, the
percentages for 1922 also being included for comparison's sake:

Per cent voted for President in 1920 and in congressional election, 1922,
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This failure of the people to participate In the electlon of their
responsible Government officers is shown in startling fashion In a
review 'nf the senatorial elections of last November. In the following
table is presented the names of the Senators then elected, the total
number of votes cast for each, and the percentage that total bears to
the voting population of the Btates wherein the election was held:

Senalors elected in 15922 and the number of votes received by each, c'c,, and the percentage of
tha! number to the States” voling population.
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Of course, there must be deducted from the figure of 54,182,805
potential voters those who are disqualified by ecriminality, insanity,
or mental deficiency. It is impossible to say, with any degree of
accuracy, what these deductions should be. The only guide to the
figure of those dlsqualified by criminality is an uncertain one. Tt is
a census bulletin of November 22, 1922, which found that on July
1 of that year the total number of prisoners in all the penitentiaries,
county jails, State and county chain or road gangs, eity police stations,
and other penal institutions, was 163,880, but a very large number
of these were aliens, who under no circnmstances would be entitled
to vote. The latest estimate of the number of insane and feeble-
minded in the country is a figure of about 225,000, but this also
includes aliens.

As an offset, the census shows that in 1920 there were in the
District of Columbia 132,988 males, and 159,949 females, 21 years of
age and over, cltizens, a total of 292,937, not included in the voting
population of 54,128,895 of the 48 States. 8till, many thousands
of these have voting residences in States and make a practice to go
there on election day to vote. In 1920 it was estimated that at least
30,000 of them went home to vote.

Then to recur to the practical disfranchisement of the negro: The
census shows that there were in 1920 only 5,532,406 negroes of
voting age in the entire country, of whom 2,792,006 were males and
2,730,400 were females. Of these, only 1,060,940 live in the Southern
Atlantic States, the heaviest center of negro population in the country,
and the remainder i{s divided. But even assuming that the entire
negro population of the country was disfranchised, it still would
be found that the total mumber of voters who went to the polls last
November is far below 50 per cent of the country’s voting strength.
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INTERIOR DEPARTMENT APPROPRIATIONS,

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 5078) making appropriations for
the Department of the Interior for the fiscal year ending June
80, 1925, and for other purposes.

Mr. OVERMAN. Mr, President, I suggest the absence of a
querum,

The PRESIDENT pro tempore. The Secretary will call the
roll

The roll was called, and the following Senators answered to
their names:

Adams Ernst Kendrick Reed, Pa.
Ashurst Ferris King Raobinson
3all Fess Ladd Bheppard
Borah Fletcher La Follette Shields
Brandeges Frazier Lenroot shipstead
Brookhart George McKellar Simmons
Broussard Gerry McKinley Smith
Bursum Glass MeNar Smoot
Cameron Gooding Mayfield Spencer
Capper Hale Moses Stanley
Cariuway Harreld Neely Stephens
Copeland Harris Norris Swanson
Cummins Harrison Oddie Trammell
Curtis Heflin Overman Walsh, Mass.
Dial Howell Owen Warren
Dil Johnson, Minn, Ph Wheeler
Edge' Jones, N. Mex. Pittman - Willis
Edwards Jones, Wash. Ransdell

The PRESIDENT pro tempore. Seventy-one Senators have

answered to their names. A quorum is present.
HOWARD UNIVERSITY.

Mr. OVERMAN. Mr. President, when the pending bill was
first called up and consideration was given to it some 10 days
ago, I gave notiee that I would make a point of order as to the
whole bill and ask that it be sent back to the commitiee. I find
an item in the bill against which a point of order will doubt-
Jeks lie. I am a member of the committee myself. The great
Committee on Appropriations has added $700,000 as a gratuity

to a private institution. Think of that! The House allowed

by census of 1920, Pigures on presidential ular vote in 1920 taken from Worl
from compilation from official sources ma.ci,nog

¥y William Tyler Page, Clerk of the House of

$157,000 and this great committee of the Senate, on this par-
ticular item, like drunken sailors, have given a private institu-
tion $700,000 more than the House gave it. A subcommittee
by 1 vote and the full committee by 1 vote approved the
item. I am glad te say that the senior Senator from Utah
[Mr. Saoor], who has eharge of the bill on the floor of the
Senate, voted against the item. I do him the ecredit to say that
he did that. It was approved by only 1 vote.

The point I make is that $370,000, found in the item on page 102
of the eommittee print of the bill, was added for the purpose of
building a medical school and $130,000 for equipping a medical
school in this city. When Senators from States like West Vir-
ginia, Washington, and other States are trying to get publie build-
ings which are absolutely needed for post offices, here is a com-
mittee of the Senate giving $500,000 for this private purpose.
When the Senator from Utah [Mr. Smoor] stands up here and
makes a valuable report showing that $5,000,000 is needed to
erect necessary Government buildings in the city of Washing-
ton, we hear nothing further about it; but for a private insti-
tution we are asked now to appropriate $500,000, and that for
the building and equipment of a private institution.

Mr. STANLEY. Mr. President, did not the committee have
hearings and was there not propaganda brought to the atten-
tion of the committee that the appropriation was needed for
some alfruistic purpose?

Mr. OVERMAN. The House committee had hearings and
then turned the item down.

Mr. STANLEY. Then the Senate committee probably had
more propaganda coming before it and turned the item up.

Mr. OVERMAN. I am not a member of the subcommittee, I
suppose they had private hearings. I am a member of the
main committee, and opposed the item there, and I am glad
to say that it was only sustained in the full committee by a
majority of 1 vote.

I call attention to page 20 of the Senate rules, paragraph 2,
Rule XVI. This question has never been raised in the Senate,
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and therefore it is a very important question and ought to be
decided right, because it is going to establish a precedent. I
say that the Committee on Appropriations has no right to put
this item in the appropriation bill, because it never was author-
ized by Congress. All appropriations ought to be authorized
by Congress. The fact that it was estimated for by the
Budget makes no difference. The Budget, as I understand
and as I shall show by the law creating the Budget, is granted
no authority whatever to send down appropriations to Congress
that have not been authorized by law, and they ought not to
have such authority. If they have, then three men sitting up
here in a Government bureau can send to Congress all sorts
of appropriations, even $500,000,000 for a railroad to the
moon, and what would we think of that? Would that be out
of order? It would be just as much out of order as the item
which I am discussing.

Under paragraph 1 of the rule it is claimed that it is in
order. I call attention to Rule XVI, the second clause of the
paragraph, which reads as follows:

The Committee on Appropriations shall not report an appropriation
bill containing amendments proposing new or general legislation, and
it an appropriation bill is reported to the Senate, containing amend-
ments proposing new or general legislation, a point of order may be
made against the bill, and if the point is sustained the bill shall
be returned to the Committee on Appropriations.

Now, what Is this legislation? It is legislation. It is
bound to be new legislation, because no legislation of the kind
is found in any statute. It is new legislation put on by a
committee which had no right to do it, and the point of order,
I maintain, will lie.

I have before me the law providing for the Budget. I find
in that law no authority granted for the Budget to send down
to Congress an estimate for an appropriation not authorized by
law. Upon that point the law provides that the Bureau of the
Budget shall meet at a certain time and estimate the amount
of revenues derived from the taxation and otherwise in this
Government, and having ascertained the amount of revenues
they then shall estimate what is necessary for running the
Government, economically administered, and for such sums as
are authorized by Congress. They cut the cloth according to
the amount of cloth which they have. What authority is there
to do what has been done in this instance? I ask any Senator
here, the Senator from Utah [Mr. Smoor] or the Senator from
Wyoming [Mr. WarkeN], who are so familiar with the subject,
or other Senators, to show me where authority has been granted
to the Budget to estimate for expenditures not authorized by
statute. This item was never authorized by statute. It is new
legislation, and I raise the point of order against it.

I may have something further to say about the matter, but
T call attention to the fact that we have gone wild on this sub-
ject. Even if this were a great national institution, this pro-
posed legislation would not be in order; but it is proposed to
make this appropriation for a private institution. It is true
that for some years a small amount of money has been appro-
priated for Howard University, but the House of Representa-
tives decided that $157,000 was sufficient to run the institu-
tion if economically administered; and that body voted down
every other provision relating to the institution which was re-
ported by the committee. The bill comes over to the Senate in
that shape, and the Senate committee now reports to add this
enormous amount of money to the pending appropriation bill.

AMr. SMOOT. Mr, President, I had perhaps better call the at-
tention of the Senate to the history of the appropriations which
are carried under the heading *“ Howard University.” The
first item of appropriation reported by the Commiftee on Ap-
propriations of the House of Representatives was as follows:

For maintenance, to be used in payment of part of the salaries of
the officers, professors, teachers, and other regular employees of the
university, * * * $125,000.

The next item was as follows:

For tools, material, salaries of instructors, and other necessary
expenses of the department of manual arts, $30,000,

The next item reads as follows:

Medical department: For part cost of needed equipment, laboratory
supplies, apparatus, and repair of laboratories and buildings, $9,000.

The next item reads:

For material and apparatus for chemieal, physical, biological, and
natural-history studies and use in Iaboratories of the science hall,
including eases and shelving, $3,000.

Mr. FLETOHER. Mr. President, may I ask the Senator’
g:g:e "Utah for what year were those appropriations to be

Mr. SMOOT. For the coming fiscal year of 1925,

Mr. President, these four items which were reported by
the Appropriations Committee of the House of Representatives
went out in that body on points of order. I wish Senators
to understand why that action was taken. These items have
been appropriated for Howard University during 30 years or
more.

Mr. WARREN. Similar appropriations have been
every year during that time.

Mr. SMOOT. But, Mr, President, Rev. Francis J. Grimke,
a trustee of Howard University, in a speech made some re-
marks which were taken exception to by certain Members
of the House of Representatives, and if Senators will turn
to the debate in the House they will plainly see why the
point of order was made against these four items. I do not
think it is necessary to state specifically what was said by
Mr. Grimke, but at any rate exception was taken to his state-
ment, and as a consequence the four items went out on points
of order in the House of Representatives.

(l;lr.q FLETCHER. What was the ground of the points of
order?

Mr. SMOOT. The points of order were based on the ground
that the proposed items would increase the appropriation,
and under the rules of the other House such points of order
are well taken.

Mr. McKELLAR. Mr. DPresident, will the Senator from
Utah yield to me?

Mr. SMOOT. Yes. :

Mr. McKELLAR. I wish to ask the Senator, if there was
no original law for the appropriation, why was the item
of $157.500, on page 102, allowed? Was there a special act
for that? That appropriation was reported by the House com-
mittee and passed by that body, and I was merely wondering
why a point of order did not also lle to that appropriation.

Mr SMOOT. The reason the point of order did not lie
against that appropriation in the other House was that the
last appropriation bill ecarried an appropriation of $197,500
for that purpose, and the appropriation proposed this year
was less than the appropriation carried in existing law.

Mr, McKELLAR. T understand.

Mr. SMOOT. That is why the item did not go out on a
point of order.

I shall now refer to the appropriation of $370,000 * for addi-
fions to medical school building.” That appropriation is not
carried In existing law. The other item of $130,000 is * for
equipment for additions to medical school buildings,"” making
a total of $500,000. There was no question in the committee
about the four items to which I have just referred.

Mr. OVERMAN. I made no point of order against them.

Mr. SMOOT. And the Senator from North Carolina made no
point of order against the four items which have been carried
in previous appropriation bills. The Senator, however, did call
our attention to the item of $500,000 just referred to. A vote
of the committee was taken, and, as the Senator has stated, the
item was earried and put into the bill on a vote by one majority.

Mr. President, as to the point of order, I can not agree with
the Senator from North Carolina that a point of order can lie
against this item. The only ground on which the Senator can
base a point of order is that the item proposes new legislation,
and that Howard University is a private institution and in no
way connected with the Government of the United States.

Mr. President, they can go back as far as 1879, when the
first appropriation was made for the institution, and learn that
since that time there has never been a year without an appro-
priation being made on the part of the Government for this
institution. Howard University has added department after
department; it has increased its facilities every year accord-
ing to the number of students that have been admitted, and no
question has ever heretofore been raised.

Mr. STANLEY. Mr. President, will the Senator yield at that

made

point?

The PRESIDENT pro tempore. Does the Senator from Uta
yield to the Senator from Kentucky? :

Mr. SMOOT. Yes.

Mr. STANLEY. I know that Howard University is an ex-
cellent institution; I have had that brought to my attention,
but is the Senator making the argument that it is a Federal in-
stitution because of the fact that it has been the recipient of
Federal appropriations? :

Mr. SMOOT. Not altogether, T will say to the Senator.

Mr. STANLEY. That is what I wanted to get at.
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Mr. SMOOT. I will come to that point right now. In the
United States Statutes at Large, volume 30, page 624, we find a
law reading, in part, as follows:

That the trustees—
Referring now to Howard University—

phall accord to the Secretary of the Interlor authority to visit and In-
spect the university and supervise the expenditure of appropriations.

Also:
The president and directors shall report to the Secretary of the In-
terior * * * on the 1st of July of each year—

And so forth.

It seems to me, Mr. President, Congress having directed that
such report shall be submitted to the Secretary of the Interior
upon the 1st of July of every year and having provided that the
trustees must accord to the Secretary of the Interior the author-
ity and right to visit and inspect the university and supervise the
expenditure of appropriations, certainly it has placed that insti-
tution, at least partially, under the direction of an official of our
Government.

Mr. STANLEY. Mr. President—

The PRESIDENT pro tempore. Does the Senator from Utah
¥ield further to the Senator from Kentucky?

Mr. SMOOT. I do.

Mr. STANLEY. Suppose I am running a private school in
Kentucky and I want $100,000 out of the Federal Government
and I say to Congress, “ I will let you send somebody down there
to look over my school and supervise my curriculum ; I will allow
you a referendum on the personnel of my teachers, and permit
you to prescribe, if your desire, what shall be the age at which
pupils shall enter, how many units shall be required for gradua-
tion, what standard of excellence shall gqualify a graduate, or to
have a volee in any other matter connected with this institution
of learning,” would that make it a Federal institution?

Mr. SMOOT. No, Mr. President; it would not be a public
institution,

Mr. STANLEY. Now Iet me ask the Senator another gques-
tion.

Mr. SMOOT. I say it is a public institution, partially, at
least, provided the Government makes the appropriation and
imposes restrictions,

Mr, STANLEY. The Senator and I are talking about two
different things. The point I make is that this is either a public
institution or private institution. I care nothing about the
appropriation, particularly, for I am not disposed to criticize
Howard University; I doubt if there is an institution of its
kind in the United States that has given a better account of
itself, and 1 have nothing but the best wishes for it; but the
Senator has brought before the Senate—and it ought to be
brought before the country—a very important matter to which
ex-Governor Frank Lowden, of Illinois, and also Dr. Nicholas
Murray Butler have called the attention of the country in
recent addresses. There is not a bigger question before the
people of the United States to-day. There is not a more
pernicious hole in the Treasury than that which is being bored
right now. State institutions, educational, eleemosynary, medi-
eal, and I could go on and add to the list indefinitely, first
get up a propaganda to get the Government to do something
such as assisting mothers in maternity, providing Government
aid for babies, or Government burial for corpses, or some such
thing, and then secure some little provision in an appropriation
bill granting an innocent-looking gratuity. It matters not what
it may be. Some would start when the infant i{s ushered into
the world and have a trained nurse, appointed by the Govern-
ment, sit there to supervise the accouchement, and others would
have a fellow at hand when they pull the sheet back from
your face to ask, *Don’t he look natural?” and to supervise
the burial. They get a little appropriation and then the
Government, in consideration of the appropriation, exercises a
little authority over these institutions, either private or State
institutions. Thus they sell their birthright for a mess of

pottage; and it will not be long under this character of pro- |

ceeding until the Federal Government will control every school,
every medical institution, every college, every hospital, every
institution of a qhasl puhﬁc nature in the United States.

Mr. SMOOT. r. President, it seems to me rather late in the
day to draw the line on Howard University after appropria-
tions have been made for that institution for 45 years. I wish
that I had the time at my disposal to call attention to what a
wonderful work that institution has done for the colored people.
I say that the results of the teaching and activities of that
institution have been more valuable to the Goyernment of the
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United States a hundred times over than all the money that has
been appropriated for the Institution. Do Senators know what
that institution did during the war, how loyal they were to the
country, what interest they took in bringing the colored people
from one end of the country to the other to a realization that
they were fighting for their country and for the institutions of
their country?

Mr. STANLEY. Mr. President, if the Senator will yield right
there, I agree; and if the Senafor will introduce a bill appro-
priating $1,000,000 as a pure gratuity, just like we gave to the
sufferers at San Francisco, I will vote for it. 1 think highly
of the institution. In fact, it is Howard University. That, of
course, is In its favor. I am not prejudiced against this great
institution, nor am I prejudiced against the people who are the
beneficlaries of it because of their color. If I have any preju-
dice against any of God's creatures because of their color or
their race or their religion, I am not conscious of it. I am
intolerant only of intolerance; but the thing I am calling atten-
tion is not whether we shall appropriate for Howard University.
The better the university, I will say to the able Senator from
Utal, the better the cause, the more dangerous the precedent.
I propose to hit the heads I see. I propose to strike this thing
of Federal aggression and the extension of the Federal powers
and the squandering of Federal appropriations without the
clear warrant of law wherever I see it and wherever it shows
its pernicious head, and here is one case. I am going to strike
at it in the first place, and at any other university or any other
thing that comes in here to trade the control of its own affairs
for a Federal appropriation.

Mr, SMOOT. Mr. President, I do not think there is a Sen-
ator In this body but that understands the position taken by
the Benator from Kentucky in this respect, and I want to say
to the Senator that I have a great deal of sympathy with that
position; but we have gone far afield. There is not a year but
that appropriations are made by Congress reaching to every
one of the agricultural colleges in the United States, giving
them aid for every possible project affecting public health and
public morals; and I do not think that ought to be brought up
at this particular time against this worthy institution.

Mr. DIAL., Mr. President, will the Senator yield?

The PRESIDENT pro tempore. Does the Senator from Utah
yield to the Senator from South Carolina?

Mr. SMOOT, I do.

Mr., DIAL. I have not examined the financial statement of
this institution very carefully, but I think I saw that it was
in about as good condition financially as most institutions in
the country. Is not that true?

Mr, SMOOT. That is true; but they have a certain amount
of income each year, and I want to say to the Senator that that
income has not increased as rapidly as the students in the
institution have increased.

Mr. DIAL. It is very popular now to ask for endowments
for institutions from the friends of the institutions all over the
country.

Mr. SMOOT. If Howard University had not done that, there
would be no Howard University.

Mr. DIAL. Is not that true of a whole lot of colleges in our
section of the country and everywhere else?

Mr. SMOOT. Yes, Mr. President; but I do not know of any
other appropriation that is made here directly for the educa-
tion of the colored people of this country. There are over
10,000,000 of them in the United States. Find in any other
appropriation bill, if youn please, an item that goes directly to
the education of the colored people, outside of the appropria-
tions that go to agricultural colleges where a part of the ap-
priation is used for that purpose.

Mr. STANLEY. Mr. President, what I wish to call the at-
tention of the Senator to is this: In this case as in all the rest
we have the Government making an appropriation predicated
upon the right of the Government to exercise a certain control
over either a State or a private institution. Howard University
has been successful in spite of that supervision.

Mr. OVERMAN, Mr, President, may I suggest to the Sena-
tor that one of the greatest colored institutions in this country
is the one at Tuskegee, Ala. They have a medical school.
They have a great school. They have not asked a dollar of the
Government. They have a fine school in my town which I have
helped to build up with my own money. We did not come to
the Congress to ask for an appropriation for that school. There
are schools everywhere in the South—fine schools, splendid
schools, with splendid buildings, medical schools—that are tak-
ing care of the colored man; but does not the Senator think
that if an appropriation is desired for any of these schools, it
ought to be made by statute?
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The PRESIDENT pro tempore. Will the Senator permit the
Chair a suggestion? This debate Is proceeding at the invita-
tion of the Chair and ought to be confined to the point of
order, and should not wander to the merits of the appropria-
tion itself.

Mr. SMOOT. Then, Mr. President, T will just eall the
Chair’s attention to one other matter on this point of order:

The first reference in any statute to any specific land belonging to
the Howard University Is in the act of June 16, 1882 (22 Btat. 104),
which refers to certain land bounded by Pomeroy Btreet, Four-and-a-
half Btreet, College Street, and Sixth Street, then known as Univer-
sity Park and comprising about 11 acres. By this act the university
was authorized to convey the land referred to to the United Btates for
a public park, and in consideration thereof all taxes, penalties, inter-
ests, and costs on real and personal property of the university due or
to become due and onpaid at the date of the act were remitted; and it
was provided that the real and personal property of the university
ghould be exempt from taxation so long as the property was used for
the purposes set forth in the charter of the Institution, execept that real
estate of the university should be subject to assessment for special im-
provements authorized by law.

Mr. President, of course the Senate can vote against this
appropriation and vote it out, but I do not believe that the
point of order ean lie against the amendment.

I do not know that I need say anything further. This insti-
tution certainly has a direct connection with the Govermment,
and it certainly is a guasi government institution; and the
appropriations for 45 years, it seems to me, ought at least to be
taken into consideration at this particular time,

Mr. JONES of Washington. Mr. President, will the Senator
yield? :

The PRESIDENT pro tempore. Does the Senator from Utah
¥yield to the Senator from Washington?

Mr. SMOOT. I do.

Mr. JONES of Washingtou. I do not know whether the
Senator has brought it out or not; but, as I understand, this
item is estimated for by the Bureau of the Budget.

Mr. SMOOT. Oh, I so stated, Mr. President. I stated in
my cpening remarks that this was estimated for by the Budget ;
that it was passed upon by a standing committee of the Benate
and reported to the Senate. 3

Mr. OVERMAN. Mr. President, the Senator is wrong abeut
that. It is not estimated for by any committee of the Senate.

Mr. SMOOT. I did not say it was estimated for by a com-
mittee of the Senate. I said it was estimated for by the Budget.

Mr. OVERMAN, The Senator said it had been authorizel
by a standing committee of 1~ + Senate.

Mr. SMOOT. Yes; the Appropriations Committee.

Mr. OVERMAN. Oh, the Appropriations Committee, which
made this appropriation. That is the only committee that had
anything to do with It.

Mr. SMOOT. That is the only committee that counld have
anything to do with it.

Mr. OVERMAN. It did nmot recommend the appropriation.
It put it in the bilL. It does not come from any other standing
committee.

Mr. SMOOT. Then, if the Senator objects to the word *“ ree-
ommendation,” I will go still further than that, and say that
they voted it in the bill before ever it was reported to the
Senate.

Mr. PHIPPS. Mr. President——

The PRESIDENT pro tempore. Does the Senator from Utah
yleld to the Senator from Colorado?

Mr. SMOOT. Yes; I yield.

Mr. PHIPPS. Is not this item for an addition to an existing
building, and not for a separate building and a new feature?

Mr, SMOOT. It is, of course. :

Mr. NORRIS. Mr. President—

Mr, JONES of New Mexico, No, Mr, President; it is for an
entirely new building.

Mr. SMOOT. It is for a building for the enlargement of
the medical department of Howard University.

Mr. McKELLAR and Mr. NORRIS addressed the Chair.

The PRESIDENT pro tempore. Does the Senator from
TUtah yield; and if so, to whom?

Mr. BMOOT. I wield to the Benator from Tennessee.

Mr. McKELLAR. I want to ask the Senator this guestion:
If an item of this kind were not authorized by any law, but
were recommended and approved by the Budget, does the Sena-
tor still think fhat it would be in order?

Mr. SMOOT. Under our rules, I think it would.

Mr. McKELLAR. I do not agree with that. I think it de-
pends on whether there was an original law authorizing it.
The Senator understands that I am opposed to the Budget

anyway. I think it Is a useless piece of machinery, and I
think that has been demonstrated a number of times. Ontside
of that, however, I do not think it was ever the intention of
Congress to give the Budget the right to dictate to the Con-
gress, or to supply an original law that the Congress ought to
pass, in the judgment of the Budget. In other words, if we
are going to do that we had better turn over the whole matter
to the Budget,

Mr. SMOOT. We have to act under our rules; and I want
to say to the SBenator, in answer to his suggestion, that I have
not any doubt but that if we had had no Budget the appropria-
tion bills for the year 1925, which we are now beginning to
consider, would be $500,000,000 more than they will be,

Mr. OVERMAN. Mr. President, did the Budget estimate for
anything else? I am not objecting to the items to take eare of
the Institution. I am objecting, and I made the point of order,
as to the $500,000 that is appropriated for a new building,
which the Senator himself voted against.

Mr. SMOOT. I have not denied that; but it was not for that
reason. I can not stand upon the floor and say that the point
of order will lie against this.

Mr. OVERMAN. I understand the Senator's position.

Mr. NORRIS, Mr. President, may I ask the Senator a
question?

Mr., OVERMAN. When I get through. I want to ask
another question.

Mr. NORRIS. AIl right.

Mr. OVERMAN. The Senator reported that we needed
$5,000,000 for public buildings in this country.

Mr, SMOOT. Yes. :

Mr. OVERMAN. Does the Senator think, although they are
needed, that the Budget had a right to estimate $5,000,000
for the purpose of building them?

Mr., SMOOT. That is an entirely different thing. We have
no estimate at all for that purpose.

Mr., OVERMAN. Would the Budget have a right to estimate
for it? That is my question.

Mr. SMOOT. I think they would have the right if the Presi-
dent of the United States in connection with the Budget, agreed
to recommend $5,000,000 for that purpose. A

Mr. OVERMAN. Why not do the same thing with every
other appropriation, then? What is the use of coming to Con-
gress for appropriations? ; ;

Mr. SMOOT. No appropriation comes here unless It comes
through the Budget. Every item that is In this appropriation
bill is found in the Budget report.
< h{r. OVERMAN. And every one of them was authorized

y law.

Mr. SMOOT. No more than this.
mMr.?McKELLAR. Mr. President, will the Senator yield

me

Mr. SMOOT. Yes.

Mr. McKELLAR. What I am about to say is not about
this item; but In answer to the statement the Senator has just
made about the Budget, T want to say that in my judgment the
Budget just adds another body to which those who want appro-
priations may appeal. They first go and see how much they
can get out of the Budget; then afterwards they go to the
House committee to see how much they can get out of the
House committee; and finally, if they have not gotten all
they want, they come to the Senate committee and get such
additions as possible.

Mr. SMOOT. I want to call the Senator’s attention to the
fact that——

The PRESIDENT pro tempore. The Chair refuses to listen
to arguments upon the merits of this appropriation.

Mr, FLETCHER. Mr. President, I want to ask the Senator
one question. The whole question is whether this is new legis-
lation on an appropriation bill. Is it not new legislation?

Mr. SMOOT. No, Mr. President; I do not think it is new
legislation.

Mr. FLETCHER. There {8 no legislation previously to
authorize this building. Therefore the provision for this build-
ing and the appropriation for it must be new legislation, it
seems to me; and that is the whole question.

Mr. SMOOT. It is an increase in an appropriation for an
agency of the Government. If the Senator’s position is right,
we never could make am appropriation unless the Dudget
agreed to it. The Budget agreed to this, though.

Mr. WARREN. My, President, I wish to say a few words on
the point of order. The matter of the committee voting 5 to 4
or 7 to 8 has nothing to do with the case, because majorities
are supposed to rule everywhere. I wish to say, in that con-
nection, that I am frying continuously to get out from under
the idea of Government paternalism. The Recorp wil ghow
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that I voted against the maternity bill and other billg of that
ind. But here is an institution that has been more or less

gupported by the Government, as my colleague has sald, for

gome 40 years.

Mr. ROBINSON. Mr. President, I rise to a point of order.
It is Impossible to hear the proceedings of the Senate on ac-
count of the discussions and conversations that are going on.

The PRESIDENT pro tempore. The Senate will be in order.

Mr. WARREN. The rules of the House and the rules of the
Senate differ. In the House there must be a specific authoriza-
tion of law for each item, unless they can be brought in under
the so-called Holman decision, made years ago; so that al_most
any matter of legislation can get into an appropriation bill in
the House on the ground that it lessens the amount of an ap-
propriation in some way, direct or indirect. .

Here we are laboring under different rules. This is the Sen-
ate rule:

All geperal appropriation bills shall be referred to the Committee
on Appropriations: and no amendments shall be recelved to any gen-
eral appropriation bill the effect of which will be to inerease an appro-
priation already contained in the bill; or to add a new item of appro-
priation, unless it be made to carry out the provisions of some existing
law or treaty stipulation or act or resolution previously passed by the
Senate during that session; or unless the same be moved by direction of
a standing or select committee of the Senate or proposed in pursuance
of an estimate submitted in accordance with law.

This matter conforms to all the stipulations in that article of
the rule. There is added to that what was added to the old rule
at the time when all appropriation bills were ruled to come io
the general Appropriations Committee, the part of the rule
which my colleague on the committee, the Senator from North
Carolina [Mr. OvErmax], has read. I do not wish to interest
myself especially in this item, except in so far as to state that
the latter clause governs all of our appropriations. 1 want to
say to the Senate that more than balf of the appropriations in
about every bill have no direct statutory law behind them;
they can not have, because the items of appropriation change
every year and from day to day.

AMr. SWANSON. Will the Senator permit me to ask him a
question there?

Mr. WARREN. Certainly.

Mr. SWANSON. If the Committee on Public Buildings and
Grounds should meet and authorize the offering of an amend-
ment to an appropriation bill for the construction of a new
post-office building in Virginia or elsewhere, would that be in
order?

Mr. WARREN. Unless forbidden by another rule. A

Mr. SWANSON. No; it would not be. The Senator says this
i in order because it has been moved by a standing commit-
tee of the Senate.

Mr. OVERMAN. The standing committee is the Committee
on Appropriations.

Mr. SWANSON. That is all right. The Committee on Pub-
lic Buildings and Grounds, under that rule, has the same privi-
Jege, the same right to exercise its power, that the Committee
on Appropriations has. If the ruling is made In accordance
with the request, it would seem to me that the Committee on
Public Buildings and Grounds could meet and authorize the
chairman or some member of that committee to move—

Mr., WARREN. Have they ever done it?

Mr. SWANSON. I do not know whether that is the rule or
not. That Is what I want to find out.

Mr. WARREN. Have they ever done it?

Mr, SWANSON. If that were submitted, would it be in
order? :

AMr. WARREN. I will tell the Senator when a bill of that
character comes before the Senate.

Mr. SWANSON. I want to ask, if the Chair decides that the
Committee on Appropriations can move to construct a new
building, why can not the Committee on Public Buildings and
Grounds offer an amendment for the construction of a new
building?

Mr. WARREN, That does not touch the point before us,
because this is not a new or complete building but is an addi-
tion to the present school. If I may be allowed to proceed, I
will read the rest of this:

The Committee on Appropriations shall not report an appropriation
bill containing amendments proposing new or general legislation.

Is it general legislation to provide further for an institution
we have been providing for all these years? We make appro-
priation for a building already in existence, as provided for
by the part of the rule I have just read.

Mr. OVERMAN. May I ask the Senator a question?

Mr, WARREN, Certainly.

Mr. OVERMAN. The Senator read the first section, which
is a very useful section, as the Senator knows.

Mr. WARREN. Yes,

Mr, OVERMAN. Why did the Senate put im the second
paragraph if it was not to meet just such questions as this?
What is its use? If the Chair should rule that this is in
order what is the use of this paragraph? What good will
it do? Did the Senate mean to do what the rule says? :

Mr. WARREN. Will the Senator permit me to answer that?

Mr. OVERMAN. I will; that is what I want.

Mr. WARREN. It was to cut out the riders we have been
guilty of putting in, as the Senator knows very well, carrying
not only appropriations of millions of dollars, but simon pure
general legislation, especially during war times. This was
adopted directly after the war. It was to cover these cases
where the item put in had no relation whatever to a syliable
of the balance of the appropriation bill, but was simply a
rider embodying another measure in order to get it through
at an early date. That was the situation, and that was why
this part of the rule was adopted. It was adopted with a

(perfect understanding that it did not eclash with the part

above, because if it had, naturally the one above would have
been stricken out.

Mr. KING. Will the Senator yleld for a question before
he takes his seat?

Mr. WARREN. Certainly.

Mr. KING. I ask, purely for information, whether it is
the opinion of the Senator that if Congress should make an
appropriation, a gratuity, for a number of years to John Jones
or to a corporation, just as an act of charity, or because the
Congress felt that John Jones or this corporation was doing
some philanthropic or charitable work, that those separate
appropriations from year to year would constitute general
legislation, so that it could be said that individual or that
institution had become a part of the general laws of the
country, and that if an appropriation were permitted in some
subsequent year, it would not be subject to the point of order
that it was special legislation or that it did not relate to a
subject that was covered by general legislation?

Mr. WARREN. If it was a matter that had been provided
for directly or indirectly in the way of legislation assuming
part of the expenses of the matter, I think there would be a
right to propose it, and the Senate, of course, would dispose of
it as they chose, just as they can do with this matter. It is
a4 mere matter of submitting it to the Senate and letting the
majority take it out if they wish to. In my judgment, how-
ever, it becomes the duty of the Committee on Appropriations
to carry out its understanding of the law. To begin with, as to
the Budget, there will be no quarrel about the Budget made,
because, while I did not vote for the Budget Bureau, I feel
it has done a good deal of good in its way. Formerly we took
the estimates of the different Secretaries in the departments,
and on those Secretaries’ estimates the Senator from Utah,
or any other Senator, could move at almost any stage of the
consideration of an appropriation bill to insert an amendment
which a department had estimated for, as that was within the
rule.

The Budget only gets its power from the estimates that are
taken to the Budget from the different departments. In other
words, instead of those estimates coming to us direct and being
referred to the Committee on Appropriations as formerly, they
go to the Budget Bureau; the Budget sifts them and, as a gen-
eral thing, sifts out considerable numbers of appropriation
items and a great amount of money in the long run. So that we
act upon the estimates, rather than the larger amounts which
come up from the departments. The estimate of the Budget
goes to the House, and the House, as I have said, inserted this
item in the bill, but it went out on the demand of one Repre-
sentative, under their rule, which, as I have said, differs from
ours.

The Senator and I have known the House to eut out such an
item as one clerk where they could not discover any general
law which gave him place. That ruling has never been either
voted for or followed in the Senate, to my knowledge.

Mr. SPENCER. Mr. President, I submit to the Senate that
the admitted facts in this case indicate that this is not new
legislation. Of course, under Rule XVI, if the Committee on
Appropriations puts before the Senate a bill containing either
new or general legislation, it is subject to the disciplinai; action
of having the bill sent back to the committee. But what are
the facts in this case? Here Is Howard University, with a
medical school in existence, a medical school earried on by our
appropriations, at least in part. Ilvery year for 15 years or
more we have made the continuance of that medical school a
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possibility by the appropriations which Congress made for it.
This appropriation is not for a new building. This appropria-
tion is not for anything that is not already in existence.

Mr. OVERMAN. Mr, President, the item above provides for
the medical school. I did not make any point of order as to
that,

Mr. SPENCER. That sustains my point, may I say to my
distinguished colleague from North Carolina?

Mr. OVERMAN. The $370,000 is for additlons to the medical
school. They want $500,000 more for a new buillding.

Mr. SPENCER. Not for a new building. Let us read the
item at which the point of order is directed. The medical
school is there. The Senator from North Carolina says frankly
that he makes no point of order or objection to the item above
for $9,000 for the medical department. What are the ltemsa
to which objection is made and the point of order raised?

For additions to medical school building.

What building? The very building we ourselves have made
possible in the years gone by.

For equipment for additions to medical school buildings.

For what building? The very building for which for 15
years we have been appropriating. All I say, Mr. President, is
that that is not new legislation. Certainly it is not general
legislation, and it is not new legislation.

May I make this single other remark? I suppose there is
not much difference of opinion that it is desirable that the
colored race have for its own people, both In dentistry and
medicine, those competent to take care of the ills of their
bodies, particularly in times of emergency and of epidemics.
The facts are— 7

The PRESIDENT pro tempore. The Chair is of the oplnion
that the debate should be confined to the point of order raised.

Mr. SPENCER. For the first time I am glad to see some-
body on the floor of the Senate confined to the question at
issue. I think the Chair is right.

Mr. NORRIS. Mr, President, I want to ask the Senator
from Missouri a question. I am trying to get light on the
subject. I want to know from the Senator how long, in his
judgment, it would be necessary for appropriations to be made
year after year so as to take them out of the ruie?

Mr. SPENCER. I do not think the mere making of an ap-
propriation, as the Senator from Utah indicates, to some com-
mendable charity, would necessarily make it a subject of stat-
utory creation, but I do say that when those appropriations
are not haphazard, but are continuous, and are interwoven
with legislation, as the senior Senator from Utah [Mr. Saoor]
pointed out, which requires that institution to report to Con-
gress, and gives us supervision over the amount, that does give
it a statutory foundation.

Mr. NORRIS. Then, if T understand the Senator's position,
one appropriation would be just as good as a dozen?

Mr. SPENCER. I should think so, with those conditions
attached to it

Mr. NORRIS. 1 wanted to get the Senator's idea. Now, I
want to ask the Senator from Utah another question 1 tried
to ask him when he had the floor. It has been argued by the
Senator from Utah and others that this is mot subject to a
point of order because it was reported by a standing committee,

Mr. SMOOT. I did not confine my statement to that one

phase.

Mr. NORRIS. I know that; that was only one of the rea-
gons why the Senator contends it is in order. I do mnot care
whether it is the Senator from Utah or anybody else who be-
lieves that way. Does it have any effect? I want to get for
the Chair perfect light on the subject. It Is said here that this
is not subject to a point of order, and the Senator from Wyo-
ming now says that one of the reasons why it ls not subject to
a point of order is because it is reported by a standing com-
mittee. Has it been reported by any standing committee except
the Committee on Appropriations in this particular bill we have
before us now?

Mr. SMOOT. If has not.

Mr. NORRIS. That is getting the light. That is what I
wanted to find out. If that is the reason why we get away
from the point of order on that account, then all we have to
do to get away from a point of order is to have the Com-
mittee on Appropriations report the item.

Mr. WARREN. Oh, no.

Mr. NORRIS. Then why is it being offered?

Mr, WARREN. That reason must be added to the other
Tensons.

Mr. NORRIS. There is nothing in any rule anywhere that
gays it is added to any other reason. If it is any reason at all

it is a good one, and If it is not a good reason, why offer it?
I want to clear the atmosphere if I can. I realize the difficulty
the Chair must be facing. If that is not any reason, then why
propose it?

Mr. PITTMAN. Mr. President, there is only one question,
I take It, after the argument of the Senator from Nebraska.
There can be but one question here and that is: Is it new
legislation? There Is a distinetion in the rule. If it is not
new legislation, if it is authorized to be reported by the com-
mittee, it can be acted on if it is not new legislation. Fol-
lowing that, if it is new legislation there is no provision that it
may be put in order by recommendation of the committee or
by anybody. There are two distinct things. If it is not new
legislation, the amendment is In order if authorized by a com-
mittee to be reported. Following that, however, it Is provided
that if it is new legislation, the committee is not authorized to
report it. Consequently we come down to the question as to
whether the committee was authorized to report it. If it is
new legislation, the rule expressly prohibits the committee
from reporting it.

Mr. NORRIS. May I ask the Senator what effect upon the

‘| legality of it is given by virtue of the fact that the Committee

on Appropriations has reported it?

Mr. PITTMAN. None, if it is new legislation.

Mr. NORRIS. But if it is not new legislation?

Mr, PITTMAN. If it is not new legislation, if it is part of
general legislation, then it is not subject to a point of order.

Mr. NORRIS. Then what does the report of the committee
have to do with it? 1If it Is not new legislation I could offer
it as a Member of the Senate, could I not?

Mr. PITTMAN. There is a prohibition against that, but the
prohibition that is against the individual Senator offering the
amendment does not extend to the committee, provided it is
not new legislation.

Mr. NORRIS. If the commlttee, assuming that it is not new
legislation, is authorized to make a report and that takes it
away from the question of a point of order, then what part of
of the rule and where is the rule that differentiates in that
way? I wish the Senator would read it.

Mr. PITTMAN. That is the way I construe it. It reads:

All general appropriation bills shall be referred to the Committee
on Appropriations—— -

The PRESIDENT pro tempore. The Chair suggests that the
Chair is interested in the observations of the Senator from
Nevada and would be glad if he would raise his voice suffi-
ciently so the Chair may hear.

Mr. PITTMAN. T beg the Chair’s pardon.
on page 20 and is as follows:

All genernl appropriation bills shall be referred to the Commitiee
on Appropriations, and no amendments ghall be received to any gen-
eral appropriation bill the effect of which will be to Increase an
appropriation already contained In the bill, or to add a new item
of appropriation—

Now, mind you, here is the exception—

unless it be made to carry out the provisions of some existing law, or
treaty stipulation, or act, or resolution previously passed by the
Benate during that session—

And here is the differentiation—

or unless the same be moved by direction of a standing or select com-
mittee of the Senate—

Mr., NORRIS. Will the Senator permit me to interrupt him
right there?
© Mr. WARREN. Will the Senator just read the next part of
the clause?

Mr. PITTMAN. Certainly— ;

or proposed In pursuance of an estimate submitted in aécordance with
law.

Mr. NORRIS. The only part of that which applies to the
question I am asking is the exception which says “ proposed by
a standing or select committee of the Senate.” The reason why
I feel so positive about it, I will say to the Chair, is because I
tried to do the same thing here once with reference to the bill
providing appropriations for the War Department. I took the
position that the Senator from Utah takes and that the Senator
from Wyoming takes, and here is what they read to me, and it
convinced me that T was wrong. The fact Is that the report of
the committee referred to does not mean the committee that
reported the bill under consideration, as I am convinced. The
same rule in section 2 explains how amendments offered by
standing or select committees must be considered, and I will
read it, It is section 2, at the bottom of page 208, as follows:

The rule is found
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All amendments to general appropriation bills moved by direction of a
standing or select committee of the Senate proposing to Increase an
appropriation salready contained in the bill or to add new items: of
appropriation shall, at least ome day before they are considered, be
referred to the Committee on Appropriations.

It refers to some standing or select committee, and if they
want to offer an amendment they must do it one day in advance
and have it referred to the Committee on Appropriations for
their consideration,

Mr., PITTTMAN. T agree with the Senator. I had forgotten
that, but that is not the question I am getting at. Whether the
contention of the Senator from Utah is right or whether the con-
tention of the Senator from Nebraska ig right, does not touch
this question, because the point of order is based on the ground
that it is new legisiation and does not come under that provision
of the rule, but comes under the provision as follows:

The Committee on Appropriations shall not report an appropriation
bill containing amendments propesing new or general legislation.

That is the ground on which the point of order is made. Is it
new legislation? That is the question that meets the situation

Mr. NORRIS. That gets it down to a narrow point.

Mr. PITTMAN. The guestion is, When did Congress by any
general legislation, by any act, create the Howard University as
a public institution or as a Federal institution? Never. It
was admitted by Mr. Scott that—

Although the Comptroller of the Treasury has held that Howard
University is not strictly a Government bureau—

Yet Mr. Scott goes on further to say—

it s nevertheless true that since the first appropriation of $10,000,
March 8, 1879, which was specifically given for the maintenance of
Howard Unlversity, there have been continued increasing appropriations.

That comes back to the guestion raised by the Senator from
Nebraska, The fact that they have continued to violate the
rules of Congress or the rule of the Senate by making appropria-
tions without authority does not help the sitnation, We come
back to the proposition, where is there an act of general legisla-
tion aunthorizing Congress to erect buildings for Howard Uni-
versity? The Comptroller of the Treasury, who does control
these matters——

The PRESIDENT pro tempore. Inasmuch as the argument
is addressed to the Chair, will the Senator from Nevada con-
glder the amendments proposed by the Committee on Appro-
priations from line 18 on page 101 to line 12 on page 102, and
state whether in his judgment those amendments are subject
to the same point of order?

Mr. PITTMAN. From the information that is afforded the
Senate through the report of the Committee on Appropriations,
I would say that they are all subject to the point of order, but
I am not so certain of that, gir, for the reason that there was
legislation, according to the hearings, though I do not know
whether they are accurate or not. On January 28, 1804, the
bill H. R. 11284 was enacted into law, authorizing the erec-
tion of the present Freedmen's Hospital buflding, I assume that
was general legislation authorizing the erection of that build-
ing. If it was, the question as to whether or not they have a
right to maintain that building is a question that would depend
upon the facts of that particular act.

But I ean find nowhere any authority for the erection of ad-
ditional buildings, even if we erected that building., I can find
no evidence of any general authority to maintain Howard Uni-
versity or to maintain the building that they did erect.

Now, they did do this, according to the report, and I am only
arguing from the evidence we have before us. There was a dona-
tion or recession of land by Howard Unlversity for park purposes,
but what was the consideration for that? Aeccording to the
report we-have the consideration was not to build a new build-
ing for Howard University, not to maintain Howard Uni-
versity, but to exempt its property from taxation. That was
the consideration as reported here. Now, unless there can be
shown by the Committee on Appropriations some general legis-
lation at some time by Congress authorizing the Government
of the United States to erect buildings for Howard University,
then it is new legislation if we aunthorize it here,

Mr. NORRIS. May I interrupt the Senator at that peint?

Mr. PITTMAN, Certainly.

Mr. NORRIS. Another point has been raised. I think it
would be a good thing to settle it anyway, not only for this
item, but for any other that might arise. It is claimed by some
that when a matter has been estimated by the Budget it is not
gubject to a point of order even though there is no law authoriz-
ing it.

Mr, PITTMAN. That is not the question.

Mr. NORRIS. That has been the claim. I do not think it is
the rule, but it 1s the claim that if the Budget estimates some-
thing it is not subject to a point of order regardless of whether
there 18 any law authorizing the appropriation or not.

Mr. PITTMAN. That is not the rule. The rule here has no
exception to it whatever as I read it. There can be no amend-
ment to an appropriation bill if the amendment is carrying new
legislation. If that is not so, I would like to know it.

Mr. NORRIS. So wounld L

Mr. PITTMAN. Personally I would like for it not tobe so. I
am not & member of the Committee on Appropriations, and while
I have the highest respect for its megbers I think I have suf-
fered in my refuests as much as anybody. They are probably
doing their duty. I would like very much to have the privilege
right now, during the consideration of this bill, of offering an
amendment carrying $250,000 for an addition to the Newlands
project in Nevada. Is that new legislation or is it not? I cam
have a standing committee of the Senate within 24 hours move
the amendment. We have the Newlands project and we have
spent money on it, and we are now asking for an addition to the
project to supply those people with water, and it requires
$250,000. If that amendment is offered here now, is it subject
to the point of order? Is it new legislation? If a standing com-
mittee reports it, it does not have to be estimated.

e Mr. SMOOT. It has to go to the Committee on: Appropria-
ons,

Mr. PITTMAN. Under the rule, if a standing committee re-
ports such an item it does not have to go to the Budget.

Mr. SMOOT. No; not to the Budget; but it has to go to the
A;iaproprlations Committee and be passed upon by that com-
mittee.

Mr. PITTMAN. Oh, no.

Mr. SMOOT. The Senator says, “ Oh, no”: that is the fact

Mr. PITTMAN. Mr. President, it does not make any differ-
ence whether the building in this instance is a new building or
an addition to a building; it is. new construction. There is no
general legislation which I can find that authorized the Govern-
ment of the United States to do any new construction for How-
ard University, and if there is no general law providing for the
erection of new buildings for Howard University then the
proposition to do so must be new legislation. From the infor-
mation I have, I would vote right now for an appropriation to
erect a new building there; and if such a proposition should be-
come a law Congress then might appropriate money for the
purpose; but if the rule of the Senate means anything on earth
it is Intended to confine appropriations to purposes that are
already authorized by Congress.

That is the purpose of the rule, if it has any purpose. If
it has not that purpose, then it should not be used alone
for Howard University but It should be used for every good
purpose for which the Senate thinks it might be used. That
is the reason the ruling is important to me.

I have refrained from offering amendments to the pending
bill becanse I have considered that there would be new legis-
lation. I have refrained from offering an amendment to ap-
propriate $250,000 for additional work on the Newlands project
which is demanded, and which was estimated for by the De-
partment of the Imterior, but which was eut out in the other
House. I have refrained from doing it, because I bhelieved
it to be new legislation. If the ruling shall he made that
an amendment providing for erection of an additional building
for Howard Unlversity, when there is no statute at all author-
izing such a bullding, is not new legislation, then I contend
we have a right to offer amendments to provide additional
appropriations for the Newlands project.

Mr. SWANSON. Mr. President, I want to make a sugges-
tion. There is no difference between making an appropriation
for an addition to Howard University and making an appro-
priation for hundreds of other buildings throughout the United
States, Additions are needed, I reckon, in the case of two or
three hundred buildings to provide post-office facilities, for
instance, where present quarters are not adequate for the
transaction of their business, There Is a demand before the
Committee on Public Buildings and Grounds for additions to
those buildings. If Howard University may now come in
and obtain this appropriation to provide an addition to their
buildings, I do not see why an amendment providing an appro-
priation for any public building anywhere in the United States
may not be considered if it be moved by a standing committee
of the Senate and reported one day previous to consideration.
In the Commiitee on Publle Bulldings and Grounds we have
hundreds of applications for increased facilities for public
buildings. We have been deterred from offering amendments
for that purpose because it has been understood there was
no law authorizing such additions, and that until a law wal
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properly enacted authorizing the additions it would not be
in order fo move those amendments on an appropriation bill

If this may be done for Howard University, and additions
may be made to its buildings without being authorized by
law and without having an act of Congress authorizing the
committee to report such legislation, it may be done as to
other buildings, for there should be no difference in the appli-
cation of the rule. It seems to me that if the Chalr holds
in order an amendment providing an appropriation that is
not anthorized by law, but is new legislation and a new author-
ization—and there is no difference between a new authoriza-
tion and new legislation-then the Committee on Public Bulld-
ings and Grounds ecan report amendments to provide addl-
tions to buildings all over the country, and comply with the rule
by allowing such amendments to lie over for one day. And I
do not see how such amendments could be held subject to a
point of order,

Mr. DIAL. Mr. President, in addition to what the Senator
from Virginia has just said, I desire to call his attention to
the fact that Congress has heretofore made appropriations
for the construction of many post office buildings, but it has
developed that there were not sufficlent funds®and the con-
tracts for those buildings have therefore been held up. If,
however, we are going to adopt this proposed amendment, it
seems to me that we could provide for the completion of those
buildings, for there is legislation not only authorizing their
erection but appropriating a part of the money for their con-
struction. There are in my State several buildings, the con-
struction of which I should like to have completed by se-
curing sufficient appropriations to carry out the contracts which
have already been authorized by law.

By looking over the records here I see that appropriations
for Howard University have been stricken out in the other
House on points of order at different times. One splendid
Representative from my State, Mr. Ragsdale, several years
ago, made a point of order against such an appropriation and
it was sustained. At that time the amount was only $80,360.
Senators will realize how it has grown. So it seems to me it
is time to stop it. I see no difference between this college
and other colleges all over the country. If we are going to
establish the policy of making appropriations for eduecational
purposes, let us allow all of the States to have some of the
money as it goes around.

The PRESIDENT pro tempore. The Chair would like to ask
a question of the Senator from South Carolina for his own
guidance and information. Does the Senator from South Caro-
lina regard an act of appropriation as an act of legislation?

Mr. DIAL. I do not know. Perhaps where Congress has
aunthorized land to be bought——

The PRESIDENT pro tempore. The Chair Is not asking now
whether it is authorized by law or not, but does the Senator
regard an act of appropriation as an act of legislation? $

Mr. DIAL. If it is to complete a building and the money is
appropriated, I think, perhaps, it would be legislation.

Mr. JONES of Washington. Mr. President, as I look at this
matter, the question is not what the result might be if the rule
were this way or that, but what is the rule which the Senate
laid down to guide itself. I think the rule makes a clear dis-
tinction between items of appropriation and legislation, either
new or general. It also makes a distinction between items to
carry out an existing law and items for which there may be no
existing law but which may be recommended in some other way.
The first paragraph of Rule XVI—and I know it has been pre-
viously read—reads as follows:

All general appropriation bills shall be referred to the Committee on
Appropriations, and no amendments shall be received to any general
appropriation bill the effect of which will be to increase an appro-
priation already contained in the bill, or to add a new Item of ap-
propriation—

Now, note what limitation we put on the new item—
upnless it be made to earry out the provisions of some existing law—

If an item of appropriation can not be put into a bill under
any circumstances unless it is to carry out existing law, then
another provision of this rule is meaningless, because the rule
goes on to say:
or to add a new item of appropriation, unless it be made to carry out
the provisions of some existing law—

And so forth—

or unless the same be moved by direction of a standing or select com-
mittee of the Benate, or proposed in pursuance of an estimate submitted
in accordance with law.

Grant that this item is not pursunant to any existing law, it ig
pursuant to an estimate submited to Congress in accordance
with law. Whether it is wise that an item proposed in that
way shall be in order on an appropriation bill is not for us
to say upon the point of order, if the rule authorizes it and
makes it In order.

The PRESIDENT pro tempore. The Senator from North
Carolina has not made that point of order. The point of order
is that it is new legislation, and the result of sustaining the
point of order would be to recommit the entire bill to the
Committee on Appropriations.

Mr. JONES of Washington. Of course, if the Senator from
North Carolina makes the point of order on the ground that
the item Is new legislation, and, of course, if the Chair shounld
hold it to be new legislation, the bill would go back to the
committee. I thought, however, that the point of order was
made on the ground that it was not in order on this appro-
priation bill in a general way, and it seemed to me that it wasg
in order on the ground I have indicated, if on no other,

The PRESIDENT pro tempore, The Senator from North
Carolina has not made that point of order.

Mr. NORRIS. Mr. President—— ;

The PRESIDENT pro tempore. Does the Senator from Wash-
ington yield to the Senator from Nebraska?

Mr, JONES of Washington. I yleld.

Mr. NORRIS. Even though it may not apply to this bill, I
think the question is very important. The Senator argues—
and I thought that had been settled, because I asked the ques-
tion once before—that an item estimated for, even if there was
no law for it, would not be subject to a point of order if the
committee brought it in. The Senator argues that no point of
order can lie because of the provision of the rule—

or proposed in pursuance of an estimate gsubmitted—

Mr, WARREN. “In accordance with law.”

Mr. NORRIS. I hope the Senator will let me finish my
sentence, and if he does he will not need to add his. I know
it sounds a good deal better when the Senator from Wyoming
finishes it, but I dislike to get to the middle of a sentence and
have somebody take my place, especially when he is violating
the rules of the Senate by not addressing the Chair and getting
permission to Interrupt. Of course, however, the Senator from
\;’yoming being a new Member here, I will not take offense at
that.

Now, the Senate will observe this language:

or proposed in pursuance of an estlmate submitted In accordance with
law.

Does the Senator think that an estimate submitted without
any law behind it would be in accordance with law?

Mr. JONES of Washington. As I understand, what that
means I8 that if the estimate is submitted to Congress in the
way that Congress provides for the submission of such estimates,
it will come within the rule. This item has been submitted to
us by the Bureau of the Budget in accordance with the law
creating the Budget Bureau. That is what I understand that
rule to mean.

Mr. NORRIS. If we concede, for the sake of argument, that
the Budget Bureau have submitted something that is not au-
thorized by law, it seems to me that under this rule it would
follow that they had not any right to submit it, although they
might have acted right, so far as their conduet was concerned,
and submitted this item, as they would have submitted any-
thing else, for instance, sending it in a certain way or signing
in a certain way; but if they submitted an estimate here that
had no law authorizing it, does the Senator think that that
would not be subject to a point of order?

Mr. JONES of Washington. I do not think so under this
rule; I de not think that the rule contemplates that.

Mr. McKELLAR. Mr, President

The PRESIDENT pro tempore. Does the Senator from
Washington yield to the Senator from Tennessee?

Mr. JONES of Washington. I will yield In just a moment:
The present rule is the same as the rule we had before the
amendment to the rules was made, except that before the
amendment the rule read “submitted by a department.” I
know that time after time when a proposition has been sub-
mitted here to insert an item of appropriation in an appro-
priation bill, the question has been asked, “Is it in accordance
with the estimate of the department?’ When the answer wasg
“Yes,” that ended it; it was held to be in order. I think
that is the meaning of the rule. It may be that the rule
ought not to mean that, but I think it is perfectly clear that
is what it does mean, and that is what we intended.
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Mr. OVERMAN. The Budget law authorizes the Budget
Bureau to do no such thing. !

Mr. JONES of Washington. The Sepator from Tennessee
[[Mr. McKerrar] first rose, and I yield first to him.

Mr, McKELLAR. I merely want to submit to the Senator a
concrete case. George Washington University, in the Distriet
‘of Columbia, at this time is trying to secure funds from
private sources. Suppose its officers should go to the Budget
Bureau and the Budget Bureau should furnish an estimate
recommending that Congress should appropriate $300,000 for
George Washington University; simply because the Budget
Burean had reported or included such a provision in its esti-
mates would that make it in order under the rule?

Mr. JONKES of Washington. I think so; though, of course,
it would be a question for the Senate to determine whether or
not it would adopt the recommendations, and, of course, it
would not become a provision of law if the Senate should not
adopt it

1 do not know what led the Senate in the first instance to
adopt the rule that if a department submits an estimate here,
that makes it in order on an appropriation bill. The House
never had such a rule as that; but when I got to the Senate I
found that the Senate had a rule that if an item is estimated
for by a department, that makes it in order. It may not have
been wise. That did not make it a part of the law. _

Now, we have provided for the Budget to gmbmlt its esti-
mate. A Senator suggests that we have authorized the Budget
to make laws. Not at all. The faet that the Budget sub-
mits the estimate here does not make it law at all. It has to be
adopted by the Senate. Under our rule it simply makes it in
order for somehody to propose it; but, as I understand, this
question is really not involved. That point of order is mot
made. The point of order is made that this is new legislation.
Then I have used a good deal of time unnecessarily, except that
I do think that the rule itself makes a difference between an
item of appropriation and an item of legislation, and that in
accordance with that distinetion—which seems to me to be per-
fectly clear—this is not legislation, either new or of any kind,
but it is simply an item of appropriation coming under the
previous language of the bill.

Mr. LENROOT. Mr. President, will the Senator yield?

The PRESIDENT pro tempore. Doeg the Senator from
Washington yield to the Senator from Wisconsin?

Mr. JONES of Washington. I yield to the Senator.

Mr. LENROOT. I shounld like to see this appropriation
made, but the question is a good deal more important than the
appropriation involved in this bil.

Mr. JONES of Washington. Certainly; that is true,

Mr. LENROOT. I want to ask the Senator if the proper
construction of the paragraph is not this,

The language is:’

Or to add a new item of appropriation, unless it be made to ecarry
out the provisions of some existing law or treaty stipulation—

And so forth, Does not that mean that if the law requires
the payment of a certain sum then the amendment may be
made to earry out that law?

Then it goes on:

Or unlegs the same be moved by direction of a standing or select
committee of the Benate, or proposed in pursuance of an estimate sub-
mitted in accerdance with law.

Does that not include an appropriation that is authorized by
law but there is no requirement of any appropriation to pay
for it? For instance, practically every item of appropriation
in our Agricultural bill is based upon the fundamental law
creating the Department of Agriculture. There is no require-
ment for the appropriation of a single dollar, but it authorizes
every kind of an appropriation that ean properly come under
the head of agriculture; and it is that kind of appropriation
that is referred to in the later clauses of the paragraph.

Mr. JONES of Washington. Mr. President, if that conten-
tion 1s right, we do not need the last clause, * proposed in pur-
suance of an estimate,” at all, because if there is existing law
it can be offered.

Mr. LENROOT. No; the Senator has not caught my point
If the law requires the payment of a certain sum, then the
amendment may be offered upon the floor. If the law merely
authorizes appropriations, then it must be proposed by a
standing committee or estimated for.

Mr, JONES of Washington. Mr. President, I can not agree
with that contention of the Senator.

Mr. ROBINSON. Mr. President, will the Senator yield?

The PRESIDENT pro tempore. Does the Senator from
Washington yield te the Senator from Arkansas?

Mr. JONES of Washington. In just a moment. I think
that has been contrary to the procedure in the Senate, at least
ever since I have been here. The general practice has been
when an item of appropriation was proposed that the ques-
tion was asked, * Has it been estimated by a department?"
“Yes." “Then it is in order.” I remember the time when
claim bills have been submitted, not of a private ¢haracter but
of a general character. *“Is there an estimate submitted?”
“ Yes,” whether there was specific law providing for the pay-
ment of the money or not,

I now yield to the Senator from Arkansas.

Mr. ROBINSON. I will take the floor when the Senator
has concluded.

Mr. JONES of Washington, I am through, Mr. President.
I just want to add this to reiterate, really, what I said a
moment ago:

1 think the rules of the Senate distingulsh very clearly be-
tween items of appropriation and legislation, new or general.
The term * general legislation " expresses the idea as well as it
can be expressed in any other language or In any other way.
The Chair knows that we had quite a practice of putting purely
legislative items upon appropriation bills, and those were the
items that led to the amendment to this rule—the putting of
legislation of that kind on appropriation bills, not items of
appropriation. That did not lead to the amendment of this
rule. It was the practice that the Senate got into of putting
all sorts of legislative provisions on appropriation bills that
led to the amendment of this rule.

Mr. ROBINSON. Mr. President, the correct construction of

| this rule is entirely clear to my own mind. I do not think

there is any doubt but that the Senator from Wisconsin [Mr.
LENROOT] correctly construes the first paragraph; but this rule
must be construed as a whole, and in order to arrive at the
correct interpretation of the rule it is proper to take into con-
sideration its history.

The practice had arisen in the Senate of legislating on ap-
propriation bills, of bringing in provisions authorizing ex-
penditures for purposes not previously passed upon by the
Congress. In order to terminate that practice and to separate
the function of authorizing appropriations and of making them,
the second paragraph of the rule was adopted just two or three
years ago. The purpose of that part of the rule was to stop
the hablt of the Appropriations Committee of incorporating
legislation within the appropriation hills.

We had just given or were giving to the Appropriations Com-
mittee jurisdiction over all appropriations, and in considera-
tion of that very great enlargement of its powers and respon-
sibilities we took away from the committee the power to legis-
late. We penalized any violation of the second paragraph of
this rule by saying to the Appropriations Committee: “If
you do bring in a bill that contains new legislation, your bill,
upon a point of order, shall go back to the committee.”

In my judgment, the whole question is whether the provision
in the bill for the construction of bulldings at Howard Uni-
versity constitutes new legislation within the meaning of the
second paragraph of the bill. The Senator from Wyoming
[Mr. Warrex] took that position, and took the position that
such provisions do constitute legislation and are violative of
the rule, just one year ago, in a precedent which I shall eite in
a minute. The Benator from Wyoming then said that if it
were not for the fact that the Congress by legislation had
authorized the construction of a building, the appropriation
for it in the bill then under consideration would be obnoxious
to the rule; but it appeared in that case, from a consideration
of the record, that the building had been actually authorized.

1t is one thing to say that “ there is hereby authorized to be
appropriated the sum of $350,000 for the construction of a
medieal school building at Howard University ” and an entirely
different thing to say that “ there is hereby appropriated, in
accordance with the foregoing authorization, the funds neces-
sary to earry out the authorization.” When there is no act of
Congress permitting or authorizing or directing the construetion
of a building a provision which carries funds for the construe-
tlon of such building is new legislation within every rule of
legal interpretation. So that it follows as an irresistible eon-
clusion that if there is no statute in foree authorizing the con-
struction of these buildings the committee has disregarded the
second paragraph of the rule and brought in provisions which
constitute new legislation.

It is just as muech legislation to say that a building is anthor-
ized to be constructed as it is to provide for the construction of
a building; and our rules have segregated the labor of author-
izing appropriations and authorizing buildings and the function
of making the appropriations to earry out the authorizations.
The power and function of authorizing the construction of
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buildings is in the Public Bulldings and Grounds Committee of
the Senate, That committee can no longer make appropriations
or report appropriations to carry out its authorizations. After
the authorizations have been made by the committee, through a
bill reported by the Committee on Public Buildings and Grounds,
the Committee on Appropriations then, under the new provision
of the rule to which I have referred, actually reports the appro-
priations.

Since there s no law or statute which authorizes the building,
this unquestionably constitutes new legislation.

This is an Important precedent. I do not care, from a prac-
tical standpoint, how it is decided; but the effect of it will be to
give the Committee on Appropriations, in spite of the rule
intended to prevent it, the power, under the gulse of making an
appropriation, to authorize public works, which authority under
our present system is vested in other committees.

The Committee on Appropriations now has no power what-
ever to legislate. Ifs sole power Is to effectuate or carry out
legislation that has been enacted by the Congress through the
functions and activities of other committees. I think that the
question as a matter of law is perfectly clear, and that the
precedent as stated by the Senator from Nevada [Mr. PITT™MAN]
is indeed a very important one.

Mr. BROUSSARD. Mr. President, I am satisfied that the
conclusions reached by the Senator from Arkansas are correct;
but I wish to call the Chair’s attention to the argument made
by the Senator from Missouri [Mr. Spexcer] in this connec-
tion. He took the position that this was not new legislation,
and that items for this institution were already carried in
this bill. T think that provision in the rule would apply to
this particular appropriation that is objected to even though
the Chair should reach the conclusion that this is not new
legislation. The language to which I refer is contained in
the third line of the rule:

All general appropriation hills shall be referred to the Committee
on Appropriations, and no amendments shall be received to any gen-
eral appropriation bill the effect of which will be to increase an
appropriation already contained in the bill.

So that the position taken by the Senator from Missouri, if
agreed to by the Chair, will find the inhibition in this rule
which would absolutely eliminate it, because the other provi-
sions are carried in the bill, and the committee now proposes
to increase an appropriation for Howard University. So that
I think no matter which view the Chair takes, the motion made,
directed against this $500,000 appropriation, should be sus-
tained by the Chair. ks

Mr. BROOKHART. I think the Senator from Louisiana
omitted one point in this rule. It seems to me the Senator from
Washington is the only one here that has read the whole rule;
that all the other discussion leads off from that last part. I
read:

No amendments shall be recelved to any general appropriation bill
the effect of which will be to increase an appropriation already con-
tained in the bill, or to add a new item of appropriation.

That is what we are considering here, adding a new item of
appropriation,

Unless it be made to carry out the provision of some existing law,
or treaty stipulation, or act, or resolution previously passed by the
Benate during that session,

That part of the idea ends there. All there is to it referring
to legislation ends with that semicolon. Then we start with
4 new proposition:
or unless the same be moved by a standing or select committee of the
Benate—

That is independent of all that other provision—

or proposed In pursuance of an estimate submitted In accordance with
law.

This amendment, I suppose, comes in under both those latter
clauses. I think they have not been considered in this argu-
ment, and have not been given the welght that the proper con-
struction of the plain English language in the rule would give
to them.

Mr. ROBINSON. DMr. President——

The PRESIDENT pro tempore. Does the Senator from Towa
yield to the Senator from Arkansas?

Mr, BROOKHART. 1 yield. -

Mr. ROBINSON. I call the attention of the Senator to the
fact that the clause which I discussed and upon which the
point of order is based is in addition to, and in no wise related
to or dependent upon, the clauses the Senator has read. It is
an affirmative limitation on the power of the Committee on Ap-
propriations, adopted, I think, in 1922,

Mr. BROOKHART, Where is that provision?

oy
Mr., WARREN. It is on the
graph,
Mr, OVERMAN, Let the
of Rule XVI, on page 20.
SENATE CONTINGENT FUND.
Mr. SMOOT obtained the floor.

same page, the second para-

Senator read the second paragraph

Mr, LENROOT. Will the Senator from Utah yield to me
for a few moments?
Mr. SMOOT. I yield to the Senator from Wisconsin.

Mr. LENROOT. I wish to state to the Senate that the con-
tingent fund of the Senate for the payment of witnesses and
expenses of Investigations is entirely exhausted. There are
witnesses in the city now from New Mexico who have not
money enough to pay their fare back to the State of New
Mexlceo. I have conferred with the chairman of the Committee
on Appropriations and other members of that committee, and
I ask unanimous consent for the immediate consideration of
the joint resolution which I send to the desk.

The joint resolution (S. J. Res. 84) making appropriations
for contingent expenses of the United States Senate, fiscal year
1024, was read the first time by its title and the second time at
length, as follows: .

Kesolved, etc., That the sum of $125,000 Is hereby appropriated, out
of any money in the Treasury not otherwise appropriated, for the fiscal
year 1924, for expenses of inquiries and Investigations ordered by the
Senate, including compensation of stenographers to committees at such
rate as may be fixed by the Committee to Aundlt and Control the Con-
tingent Expenses of the Senate, but not exceeding 25 cents per hundred
words,

Mr. LENROOT. Mr. President, may I say this amount hasg
been estimated for by the Bureau of the Budget, and it would
come later in the deficiency bill, but the money will be made
immediately available if affirmative action is had.

Mr. WARREN. The joint resolution simply anticipates what
would be carried in the first deficiency bill, which is now in the
House, not yet acted on, and which may be delayed for some
time. It is all right as it is.

Mr. JONES of Washington. I understand this is a joint
resolution which is just now being introduced?

Mr. LENROOT. It is.

Mr. JONES of Washington.
committee?

Mr. LENROOT. It has not.

Mr, JONES of Washington. Of course, that is very un-
usual. I recognize the circumstances of the case, but I want
it understood that it is not to be considered as a precedent
hereafter for the introduction of bills and their passage without
any reference to a committee, ,

The PRESIDENT pro tempore. Is
request of the Senator from Wisconsin?

There being no objection, the Senate, as in Committee of the
Whole, proceeded to consider the Joint resolution,

The joint resolution was reported to the Senate without
amendment, ordered to be engrossed for a third reading, read
the third time, and passed.

Mr. LENROOT. I ask that the estimate for the appropriation
submitted to Congress be printed in the REcor.

There being no objection, the matter referred to was ordered
to be printed in the Recorp, as follows:

It has not been referred to any

ther_e objection to the

Tae WHiTE Housg,
Washington, Jenuary 11, 1984,
The SPEAKER OF THE HOUSE OF REPRESENTATIVES,

Sm: I have the honor to transmit herewith for the conslderation of
Congress, and without revision, a supplemental estimate of appropria-
tion for the legislative establishment of the United States for the
fiseal year ending June 80, 1924, In the sum of $125,000.

Respectfully,
CaLviy Coonipgm,
BUrEAU oF THE BupceT,
Washington, Janwary 11, 192}.

SIR: I have the honor to submit herewith for your consideration
and, upon approval, for transmission to Congress a supplemental esti-
mate of appropriation pertaining to the legislative establishment for
the fiscal year ending June 30, 1924, as follows :

For expenses of inquiries and investigations ordered by the

Benate, including compensation of stenographers to commit-

tees at such rate as may be fixed by the Committee to Audit

and Control the Contingent Expénses of the Senate, but !

not exceeding 25 cents per hundred words (submitted)____ $125, 000

The letter from the financial clerk of the Unlted States Senate
submitting this estimate is transmitted her~with,

Very respectfully, H, M. Lorp,
Director of the Bureau of the Budged.
The PRESIDENT,
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5 RECESS,

Mr, SMOOT., Mr, President, I ask unanimous consent that

the Senate now take a recess until 12 o'clock to-morrow.
There being no objection, the Senate (at 5 o'clock and 50

minutes p. m,) took a recess until to-morrow, Thursday, Febru-

ary 21, 1924, at 12 o'clock meridian,

HOUSE OF REPRESENTATIVES.
WebNESDAY, February 20, 192,

The House met at 12 o’clock noon.
The Chaplain, Rev., James Shera Montgomery, D. D., offered
the following prayer:

Holy, holy, holy, Lord God Almighty, heaven and earth are
filled with Thy glory; glory be to Thy name O Lord most high.
We are before Thee again to consecrate these hours with all
their responsibilities and provileges to Thee—the Father of all
light and wisdom. Give eyes to see the light and hearts to
love the truth. We are conscious that it is possible for us to
live the fuller life of God. Let Thy hand still lead us on
with its strength and mercy. O purify and give rest from all
strife the world over until Thy kingdom shall reach every-
where. In the name of Jesus our Savior. Amen.

The Journal of the proceedings of yesterday was read and
approved.

IMMIGRATION, -

Mr. JOHNSON of Washington. Mr. Speaker, I ask unani-
mous consent to address the House for three minutes.

The SPEAKER. The gentleman from Washington asks
unanimous consent to address the House for three minutes. Is
there objection? .

There was no objection.

Mr. JOHNSON of Washington. Mr. Speaker, I desire the
Members of the House to know that I have received from the
Secretary. of State, addressed to me as chairman of the Com-
mittee on Immigration, a letter transmitting a protest from
the Rumanian Government, through its chargé d'affaires,
against pending immigration legislation. I will place the entire
letter in the Recorp, but I will read one paragaph. After
charging that the paragraphs in H. R. 6540 are discriminatory,
the chargé d'affaires in a letter to the Secretary of State
says:

Further, it should be considered that the adoption of the census
of 1880 would not only deeply wound the pride of the Rumanian
people but also strongly affect their material interest, inasmuch as
Rumanian immigrants by their savings increase the amount of stable
currencies available for commercial and financial purposes in Ru-
mania. This in itself would not fail to have a detrimental effect
on the chances of Rumania to speedily attain its goal, economic re-
cuperation, an aim which can not be indifferent to any government
interested in assisting the world to recover from the consequences of
the World War.

Mr. Speaker, is not that an astonishing protest? Shall im-
migrants come here for the commercial and finanecial gain of
Rumania or any other foreign country?

I would like to say here and now, Mr. Speaker, that these
astonishing protests of other governments demanding the right
that they may recuperate at the expense of the people of the
United States, together with the impudent threat of alien
blocs here, should result very soon in the passage of an immigra-
tion restriction bill that will really restrict. [Applause.]

The letter in full is as fellows:

THE RUMANIAN LEGATION,
1607 Tweniy-third Street, Washington, D. ©.

The chargé d'affaires ad interim of Rumania presents his compli-
ments to the Secretary of State and, acting under instructions from his
Government, hag the honor to inform him that the bill known as the
Johnson bill, now pending in Congress, is viewed with much concern by
the Government of Rumania. While conceding absolutely the un-
doubted right of the United States of America to limit or even to
entirely suppress immigration, the Rumanian Government can not but
be painfully surprised when it contemplates the possibility of a bill
becoming law the undisguised purpose of which is not only the reduction
in the total number of admissible immigrants but more particularly the
practical elimination of immigration from southern and southeastern
Europe, including Rumania. TUnder the terms of the bill now before
Congress, which adopts as a basis for the quota the census of 1890, the
quota of certaln countries of northern and northeastern Europe would
be but slightly modified, whereas the Rumanian quota would be reduced
to a wholly negligible figure, probably around 10 to 15 per cent of the
present one. No attempt is even made to justify the selection of the
census of 1890 as a basis for the immigration guota.

The Rumanian Government feels compelled to draw the attention of
the Becretary of State to the painful impression and the disappolntment
which would be caused In Rumania should the bill above referred to
become Iaw in its present form, the more so as the United States of
America have always expressed their determined opposition and aversion
to discriminatory policies.

Further, it should be considered that the adoption of the census of
1890 would not only deeply wound the pride of the Rumanian people
but also strongly affect thelr material interests, inasmuch as Rumanian
immigrants by their savings increase the amount of stable eurrencies
available for commereial and financial purposes in Rumania. This, in
turn, would not fail to have a detrimental effect on the chances of
Rumania to speedily attain its goal—economle recuperation—an aim
which ean not be indifferent to any Government interested in assisting
the world to recover from the consequences of the World War.

The Hon, CHARLES EVANS HUGHES,
Becretary of Btate, Washington, D, C,
February 2, 1924.

BRIDGE ACROSS THE PEEDEE RIVER, N. C.

Mr. HAMMER. Mr. Speaker, I ask unanimous consent to take
from the Speaker's table the bill (S. 2189) to authorize the
building of a bridge across the Peedee River, in North Caro-
lina, between Anson and Richmond Counties, near the town of
Pee Dee.

The SPEAKER. Is there objection to the request of the
gentleman from North Carolina? '

There was no objection.

Mr, HAMMER. Mr. Speaker, I ask to amend the Senate bill
by striking out all after the enacting clause and inserting the
House bill.

The SPEAKER. The Clerk will report the Senate bill as
amended.

The Clerk read as follows:

A bill (8. 2189) to authorize the building of a bridge across the Peedes
River, in North Carolina, between Anson and Richmond Counties,
near the town of Pee Dee.

Be it enacted, etc., That the consent of Congress is hereby granted
to the State Highway Department of North Carolina and its successors
and assigns, to construet, maintain, and operate a bridge and approaches
thereto across the Peedee River at a point sultable to the interests of
navigation, at or near the town of Pee Dee, between the counties of
Anson and Richmond, in the State of North Carolina, in accordance
with the provision of the act entitled “An act to regulate the coastrue-
tion of bridges over navigable waters,” approved March 28, 190G.

Sec. 2. That the right to alter, amend, or repeal this act is hereby
expressly reserved.

The SPEAKER. The guestion is on the amendment.

The amendment was agreed to.

The bill was ordered to be read a third time, was read the
third time, and passed.

The title was amended. .

On motion of Mr. HAMMER, a motion to reconsider the vote
whereby the bill was passed was laid on the table,

The House bill H. R. 6717 was laid on the table.

LEAVE TO ADDRESS THE HOUSE.

Mr. ANDREW. DMr. Speaker, I ask unanimous consent to
address the House for five minutes,

The SPEAKER. The gentleman from Massachusetts asks
unanimous consent to address the House for five minutes, Is
there objection?

Mr. GREEN of Iowa. Mr. Speaker, I am sorry, but I
shall have to object. The matter that the gentleman wishes
to speak about can be discussed under the five-minute rule.

Mr. ANDREW. It amounts to the same thing, does it not?

Mr. GREEN of Towa. Noj; it does not, because if we allow
the gentleman to address the House we will have to allow
others.

THE REVENUE EILL.

Mr. GREEN of Iowa. Mr. Speaker, I move that the House
resolve itself into Committee of the Whole House on the state
of the Union for the further consideration of the bill (H. R.
6715) to reduce and equalize taxation, to provide revenue, and
for other purposes.

The motion was agreed to.

Accordingly the House resolved itself into Committee of the
Whole House on the state of the Union, with Mr. Gramanm of
Illinois in the chair.

Mr., GREEN of Iowa.
man.

The CHATRMAN. The gentleman will state it.

Mr. GREEN of Iowa. On yesterday evening we had read
through to line 9, page 26. I am not sure that I correctly

A parlimentary inquiry, Mr. Chair-
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understand the Chalr's ruling. Is it In order now to offer
amendments to paragraph 8 or walt until it is read through?

The CHAIRMAN. As the Chair understands it, the para-
graphs in this bill are designated by letters, and in these para-
graphs -are subparagraphs or subsections, and unless I am
otherwise directed by the committee, the Chair will ask in each
case the paragraph be read before amendments are offered. As
I understand, the amendments to paragraph (a) are in order.

Mr. OLDFIELD, Mr. Chairman, a parllamentary inquiry.
I got unanimous consent a few days ago to offer an amend-
ment striking out the eatire section 208, That goes as far as
line 21, page 27. Am I compelled to offer the amendment now,
or shall I offer it to strike out section 8 down to and includ-
ing 9, page 26, after it is read; then when the rest of the
paragraph is read to offer an amendment to strike out the
balance?

Mr. GREEN of Iowa. Under the unanimous-consent agree-
ment the gentleman would have the right to wait until the
whole section is read and then offer the amendment to strike
it out.

The CHAIRMAN. The Chair was about to state that the
gentleman from Arkansas will be recognized to move to strike
out the entire section after it is read.

Mr. LONGWORTH. In the meantime, however, it is in
order to offer amendments perfecting paragraphs as we go
along,

The CHAIRMAN. Yes. Any perfecting amendments are in
order as we read the respective paragraphs,

Mr. TILSON. Mr. Chairman, before leaving that point, it is
now understood that the lettering shall determine the para-
graphs, and the subparagraphs under the letfers which are
indicated by figures will not be considered as paragraphs.

The CHAIRMAN. That is the interpretation of the Chair.
The Chailr thinks that will be conducive to expedition in the
matter and that it is a reasonable construetion.

Mr., TILSON. I think, myself, that is a better way than to
attempt to divide it up into the small subparagraphs, which are
not complete sentences,

Mr. GREEN of Iowa. Mr. Chairman, I offer the following
committee amendment, which I send to the desk.

The Clerk read as follows:

Committee amendment offered by Mr. GREgx of Iowa: On page 26,
line 6, strike out “ for profit or investment."

Mr. GREEN of Towa. Mr. Chairman. this is a perfecting
amendment. The committee has previously agreed that if any
property was entitled to the benefit of the capital-gain section
it would be dwelling-house property, but, under the language of
the provision as it stands, if a dwelling house were sold, it
would have to pay the ordinary tax, in some instances a higher
rate than other property. These words, “ for profit or invest-
ment,” have practically no effect except that under the rulings
of the department as they stand now they wounld exclude dwell-
ing houses, which it was not the intention of the committee to
have excluded, if the eapital-gain section stood.

The CHAIRMAN. The question is on agreeing to the com-
mittee amendment.

The committee amendment was agreed to.

Mr. GREEN of Iowa. Mr. Chairman, I offer the following
committee perfecting amendment, which I send to the desk.

The Clerk read as follows:

Amendment by Mr. Geeex of Iowa: Page 26, line 9, after the word
* property,” strike out the remainder of the line and insert in lien
thereof the following: “of a kind which would properly be ineluded in
the Inventory of the taxpayer if on hand at the clese of the taxable
year, or property held by the taxpayer primarily for sale in the course
of his trade or business.”

Mr. GREEN of Iowa. Mr. Chairman, the object of this was
to expand a little further the words “stock in trade,” as they
might possibly be construed to mean just the stock that the
merchant or other party happened to hold in his business house
at the time, the idea of the committee heing that the definition
of “capital assets” should exclude not only what was in the
business house at the time but goods in the process of manufac-
ture and other articles that eventually would become a part of
the stock and were held for that purpose, and, therefore, would
have to be included in the inventory.

The CHAIRMAN. The question is on agreeing to the com-
mittee amendment.

The committee amendment was agreed to,

Mr. GARNER of Texas. Mr. Chairman, I offer the follow-
ing amendment, which I send to the desk and ask to have
read.

The Clerk read as follows:

Amendment offered by Mr. GArNEr of Texas: At the end of the
amendment just adopted by the committee insert * or stock received
as a stock dividend by the taxpayer or by the donor if the taxpayer
aequired the stock by gift.”

The CHATRMAN. Without objection, paragraph (8) will be

read by the Clerk with this included to show its connection.
Mr. GARNER of Texas. I am very glad to have that done.
The Clerk read as follows:

(8) The term “ capital assets ” means property held by the taxpayer
for more than two years (whether or not connected with his trade or
business), stock In trade of the taxpayer or other property of a kind
which would properly be Included in the inventory of the taxpayer If
on hand at the close of the taxable year, or property held by the tax-
payer and primarily for sale in the course of his trade or business,
or stock received as a stock dividend by the taxpayer or by the domor
if the taxpayer acquired the stock by gift.

Mr. GARNER of Texas. Mr, Chairman and gentlemen of tha
committee, the object of this amendment Is to tax stock divi-
dends in the hands of those who own them for a while and
sell them after a few years of ownership at whatever bracket
they may appear in rather than the 12} per cent. :

Mr. BLANTON. Mr. Chairman, will the gentleman yield?

Mr. GARNER of Texas, Yes.

Mr. BLANTON. I am in favor of the gentleman’s amend-
ment, but if he will examine it I think he will discover that
where he has placed it, it excepts the property from taxation}
in fact, does just the opposite of what the gentleman desires.

Mr. GARNER of Texas. Mr. Chairman, I will say to the
gentleman from Texas that I have implicit confidence in the
experts, and they are the ones who told me where to put this
amendment. I will say to the gentleman again that if he had
served on the committee as long as I have and knew the tech-
nigue of this tax business he would find that the placing of a
comma, a semicolon, an “or” ar an “and " sometimes makes a
tremendous difference, and I am perfectly willing to trust Mr,
Beaman's judgment on this matter.

Mr. BLANTON. T call attention to this language;’

But does mot Include stock in trade or—

And so forth.

Mr. GARNER of Texas. That is what we want, We do not
want It to be included in the capital assets, If it is included in
the capital assets, it would bear 12} per cent. If it is not, it
may go as high as 50 per cent under the rates in this bill

Mr. RAINEY. Mr. Chairman, may I suggest to the gentleman
that his amendment ought to be this:

Af the end of the last committee amendment strike out the period,
insert a comma, and the following words:

Mr. GARNER of Texas. Well, I think that probably would be
all right. I did not undertake to arrange the punectuation,
Strike out the period and put in a comma.

Now, let me see if I can get you gentlemen to understand It
and say If you want to adopt It or not. The experts from the
Treasury Department have done a splendid work in this par-
ticular, in trying to protect the Government in the sale of thesa
stock dividends and other stock manipulations by stopping up
all the holes they can. But in stopping up this particular hole
they catch the stock dividend only when it is sold by the party
having the ownership by 12} per cent, whereas if you put this
in under the definition of ‘‘ capital assets" you will subject it
to whatever bracket it comes in when the man has got it.

Now, the only objection made to it by the Treasury Depart<
ment was that you could accomplish the same thing by the re-
organization of the corporation. I do not know whether that is
true or not, but I say this In spite of that, that I would rather
force the corporation to reorganize than to openly give the
owner of the stock dividend the 12% per cent rate on the stock
dividend, That is all you do give him.

AMr. LONGWORTH, Mr. Chairman, will the gentleman yield?

Mr, GARNER of Texas. Yes. :

Mr. LONGWORTH. This applies only to stock dividends
after they are sold, not when they are in the owner's hands,

Mr. GARNER of Texas. No; after they were sold or after
two years' ownership. p

My, CHINDBLOM, Mr, Chairman, will the gentleman yleld?

Mr, GARNER of Texas. Yes. _

Mr. CHINDBLOM. The effect will be, will it not, to place
stock dividends on a different basis from other capital gains?

Mr. GARNER of Texas. Yes. I want to place them on a
different basis. I think they ought to be taxed originally as
if money had been paid. I merely called this to the attention

of the committee for the purpose of letting you pass on the
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question of whether you want stock dividends placed in the
class where they can bear the rate of taxation which they
would bear if they had been owned by the original man in a
higher bracket than 121 per cent. Outside of that I have
no interest in the matter.

Mr. MILLS. Mr. Chairman, the amendment proposed by
the gentleman from Texas [Mr. Garner]. is nothing but an
ineffective gesture directed against stock dividends. And let
me show yon why, Assuming that a corporation is capitalized
at $100,000 and has a surplus of $150,000, and it desires to
increase its capital stock, it has two methods of doing so, open
to it. The first is to issue stock dividends to the extent of
$50,000, in which event the gentleman from Texas proposes
to tax the owner of that stock dividend when he sells it at
a profit, not at the 12} per cent rate applicable to the case of
profits derived from the sale of capital assets but at the sur-
tax rate. The corporation, however, can with equal facility
simply reorganize on the basis of $150,000, issue new stock to
its stockholders, and then the stockholders, if they sell that
new stock at a profit, will be taxed at the 12} per cent rate
and not at the rate suggested by the gentleman from Texas.
In other words, the amendment will accomplish nothing what-
soever in the way of increasing revenue or in the way of
reaching the stock dividends at which it is aimed.

Moreover, let me point out to you, gentlemen, that there is
an injustice involved here. Assuming that a corporation is eapi-
talized at $100,000, that it has a surplus of $50,000, or total
assets of $150,000, and assume that all other factors—and by
that I mean profits—are equal, the original stock which was
issued at par would be worth $150. If the stockholder sells
that original stock worth $150, which cost him $50, why
under the law, even as amended by my friend from Texas,
he would be taxed 124 per cent on the $50. If, however, that
corporation in its desire to increase its capitalization should
issue a stock dividend based on the surplus of $50,000, then
if the owner of the capital stock sells that stock for $50 he
would be taxed not at the 12} per cent but at the surtax
rate. The situation is in no wise different. At all times he
owned $150 worth of stock. He owned it before the declara-
tion of a stock dividend and he owned it afterwards. If he
sold his stock for $150 before the declaratien of the stock
dividend you tax the sale at 124 per cent. If the stock divl-
dend is declared and he sells the stock, you tax the profits
on the sale at the surtax rate provided.

Mr. JONES. Mr. Chairman, will the gentleman yield?

Mr. MILLS. Yes.

Mr. JONES. If the majority who control the corporation
happened to be men of small means they would not be sub-
ject to the surtax rate and it might be that they would not
reorganize in order to save taxation just for one man, or a
few wealthy men who might be interested in the corporation,
and therefore the Garner amendment might accomplish some-
thing in that event, might it not?

Mr. MILLS. No. The Garner amendment would accomplish
nothing in either event. j

Mr. JONES. I am afraid I did not make myself clear. Sup-
pose in the $100,000 corporation just mentioned a majority of
those would be men to whom a 12% stock tax would be
greater than their surtax. Therefore they would not want the
corporation to be reorganized. But there might be a man or
two in the corporation whose surtax would be greater. There-
fore they might say, *“ We will not reorganize. We will simply
issue extra stock and let the men sell it if they want to.”

Mr. MILLS. The trouble is that the gentleman thinks this
whole tax applies at the time the corporation reorganizes or
the stock is issued. It applies at the time the man sells his
stock.

Mr. JONES. No; I think it would apply In the event of a
sale.

The CHAIRMAN., The time of the gentleman from New
York has expired.

Mr. MILLS. Mr.
more?

The CHAIRMAN. The gentleman from New York asks
unanimous consent for three minutes more. Is there objec-
tion?

There was no objection.

Mr. MILLS. There is an additional objection to this propo-
sition. I take it that it is aimed at the holders of stock divi-
dends which have been issued in large guantities in the course
of the last three years. If you adopt the amendment sug-
gested by the gentleman from Texas this situation arises: The
owners of these stock dividends, who disposed of them prior
to the passage of this act, will be taxed 123 per cent, while
the owners of the stock dividends, who dispose of them after

Chairman, may I have three minutes

the passage of this act, will be taxed at the higher rate. So
I say the amendment is objectionable; first, because it is
wholly ineffective, for by going through a process of reor-
ganization, which is just as simple, let me say, as the issuance
of a stock dividend, it can be totally avoided; in the second
place it discriminates, without any logie or reason, between the
owner of stock in a eorporation which has a surplus and which
has not declared a stock dividend and the owner of stock
in a corporation which has a surplus and has declared a stock
dividend; and, in the third place, it diseriminates, without
reason or logie, between the owners of stock dividends who
dispose of their stock dividends prior to the passage of this
act and those who dispose of their stock dividends after its
passage.

Mr. CHINDELOM.

Mr. MILLS. Yes.

Mr. CHINDBLOM. In addition to that it discriminates be-
tween earnings obtained from capital stock and earnings ob-
tained from other sources; I mean capital earnings obtained
from other sources.

Mr, MILLS. Oh, yes; the gentleman is qulte correct. The
surplus of a corporation does not necessarily come from ac-
cumulated profits; a large part of it may be due to the accre-
tion in value of capital assets and to the extent that the surplus
represents the accretion in the capital value of its assets; then
we discriminate against that corporation by taking away from
its sﬂ:t;tlrkholders the benefits of the capital-assets provision of
the bill,

Mr. CELLER. Will the gentleman yield?

Mr. MILLS. Yes,

Mr. CELLER. If it were constitutional to do so, would the
gentleman be in favor of a tax on stock dividends?

Mr. MILLS. I do not want to go into that whole question,
which Is very difficult. I am one of those who agree with the
majority of the Supreme Court that the issuance of a stock
dividend does not in any way alter the value of the ownership
wh¥:h a stockholder has in the assets of a corporation.

The CHAIRMAN. The time of the gentleman has expired.
The gentleman from Illinois [Mr. RaiNEY] is recognized.

Mr. RAINEY. Mr. Chairman, this is an exceedingly impor-
tant amendment. It will yield more revenue, if it is adopted,
than the automobile taxing sections of this bill. If this amend-
ment is adopted we can, without decreasing the revenues, strike
out these automobile taxes and, perhaps, some more of the
nuisance taxes in this bill,

I am one of those who agree with the gentleman from New
York [Mr. Mmrs], who has just taken his seat; I agree that
the decision of the Supreme Court which declared these stock
dividends not. taxable under the income tax amendment, al-
though it was a five to four decision, will not be reversed under
the law as it stands now. I do not think a distribution of stock
is a distribution of income,

The amendment submitted yesterday by my colleague [Mr.
Garngr], and which was defeated yesterday before adjourn-
ment, would gimply again put up to the Supreme Court of the
United States the clause in the revenue laws it has declared
unconstitutional, and if the Supreme Court of the United States
should hold again, in the event that amendment had been in-
corporated in the bill, as it held in 1920, that amendment would
have been absolutely unavailing, and I believe the Supreme
Court would stand by that decision.

But we must reach, if we can, these stock dividends and the
profits which go with them. At the present time the recipients
of stock dividends can hold them for two years and then dis-
pose of them and account not in the surtax rates but account
for them at 124 per cent in their income-tax returns as if they
were making an investment.

Now, I want to call the attention of the committee to the
history of stock dividends, the recent history. In the original in-
come-tax bill we placed a clause taxing stock dividends 10 per
cent; I think that was the amount, and stock dividends were
taxed until March 15, 1920, when the Supreme Court by a
5 to 4 decision held that a distribution of stock was not a
distribution of money at all, and therefore it did not come
within the income-tax amendment to the Constitution of the
United States, After that decision of the Supreme Court there
commenced a series of stock distributions. From that time and
until May 21, 1920, $475,000,000 worth of stock was distributed
as stock dividends. After that date, in May, stock dividends
stopped, and I want to tell you why they stopped. The sol-
diers’ adjusted compensation bill in the Sixty-sixth Congress
made its appearance from the committee on that date, and the
original soldiers’ adjusted compensation bill, as reported by the
committee, contained a clause which I succeeded in getting in
mys=elf, but which I did not draw. It was drawn by the chair-

Will the gentleman yield?
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man of the committee, the gentleman from Yowa [Mr. Greex].
1t went in the bill} it taxed corporations on the privilege of
making stock dividends; it required that that tax revert to
ihe date of the decision of the Supreme Court which destroyed
the tux on stock dividends, and, of course, under the decisions of
the Supreme Court an income tax of this character can be
made to revert, and we could make thls tax revert, and we
did. From that time on and until the soldiers' adjusted com-
pensation bill of the Sixty-sixth Congress was killed in the Sen-
ate, after the presidential election of that year, there were no
stock dividends. There was a majority for the party now in
power of 7,000,000 in the national election of that year, and the
selection of Secretary Mellon as Secretary of the Treasury, and
the apparent fact that the party of Mr. Mellon was strongly
intrenched in power, and perhaps, the danger that it would not
always remain intrenched in power led to a resumption of stock
dividends. :

The CITATRMAN. The time of the gentleman has expired.

Mr. RAINEY, I ask unanimous consent to proceed for five
minutes more.

The CHAIRMAN. The gentleman from Illinois asks unani-
monus consent to proceed for five additional minutes. Is there
objection?

There was no objection.

Mr. RAINEY. And in the year 1922 there was a perfect
flood of stock dividends., The stock dividends distributed in
1922 amounted to over $2,100,000,000, and the Gulf Oil Co,
which is Secretary Mellon’s company, led in those stock distribu-
tions. The Gulf Oil Co. led the movement with a 200 per cent
stock distribution. I am indebted to the industry of the gen-
tleman from Wisconsin [Mr, Fzear], and the country is indebted
to his industry for many things now, for the following interest-
ing fact:

According to the gentleman from Wisconsin [Mr. FrEAr],
after this 200 per cent stock distribution made by Mr. Mellon's
company, the stock in the Gulf Oil Co. Increased in value from
$400 to £800 per share. A stock distribution of 200 per cent re-
sulted in an increased value in this case to all the stock in Mr.
Mellon’s Gulf Ofl Co.; and it is the same oil company which is
now operating in Mexican flelds.

Now, if, as the gentleman from New York [Mr. Mmrs] says,
this amendment Is a mere gesture, it can not hurt any of these
corporations and none of them will be called upon to disgorge
any of their illicit gains on account of these stock distributions;
but if it is not, if it is more than a gesture, then it accomplishes
gomething.

Under the law as it stands now and under this section of the
bill as it has now been made by the committee amendments,
you can hold stock obtained in a stock distribution for two
years. If you sell it prior to the expiration of two years, you
must account for your profits on that stock received as a dis-
tribution in the surtax rates.

But if you sell it after the expiration of two years, then you
can regard it as an investment in your income-tax return and
account for it only in the 123 per cent rates. The object of this
amendment is to take it out of the capitnl-assets clause, so that
if it is disposed of after two years the reciplent of the cash will
be required to aeccount for just as much faxes in the high sur-
tax rates as he would now if he sells his stock within two
years. The only reason that exists for these stock distribu-
tions is that the recipient can hold them under the law as it
now stands for two years and then dispose of them and account
for them at 123 per cent when he makes up his tax schedule.
If he sells within the two years, he must account for them in
the surtax rates, and that makes it possible for these large
gtockholders in the great corporations of this country to escape
accounting for a large share of their profits in the income-tax
rates.

Why, Secretary Mellon does not pay any normal tax at all
There are six men in the United States who pay no normal tax,
They are the six men whose incomes are $3,000,000 or more than
that. They have invested all their earnings in corporations, so
that they are not required to pay any normal income tax at all.
These six men are the greatest tax dodgers the world has yet
produced.

The CHAIRMAN. The time of the gentleman from Tllinois
has expired.

Mr. RAINEY,

Mr. GREEN of Iowa.
three minutes?

Mr. RAINEY. Yes; three minutes will be sufficient.

The CHAIRMAN. The gentleman from Illinois asks unani-
mous consent to proceed for three additional minutes. Is there
objection? [After a pause.] The Chair hears none.

Could the gentleman get along with

May I have five minutes more, Mr. Chairman?-

Mr, RAINEY. This amendment, as the gentleman from New
York states, if it is effective, will reach those who have not
yet disposed of the $2,100,000,000 worth of stock dividends they
received in 1922, following the leadership of Mr. Mellon in that
ye::lrtl'i tO'é coui:'se. it will reach them.

a what It is intended to do, and it will reach them
if the stock is sold after the adoption of this amendment; and
if they have sold that stock before this amendment is adopted,
they have already saccounted for it in the surtax rates, pro-
Eggg they sold it within two years after the distribution was

Mr, MILLS. Will the gentleman yield

Mr. RAINEY. Yes. 5 . e b e

Mr. MILLS. What is to stop any man who owns one of
these stock dividends, if thig section Is adopted in the House,
from selling i1t to-morrow and buying it back the next day and
so stepping out from under the section?

Mr. RAINEY. I do not think that can be done. I think
if this amendment Is adopted, from the moment it becomes the
law, the recipient of a stock distribution who sells it will
account in the surtax rates. It may be, as the gentleman
suggests, that they could sell now before the bill becomes a
law, but they could not sell now and escape anything if they
received that stock dividend within the last two years. If
they received it in 1922 and sold it now, the two years not
having yet expired, they would account for that sale as profits
in the high surtax rates. [Applause.]

The CHAIRMAN, The time of the gentleman has sgain
expired.,

Mr. JONES. Mr. Chairman, I ask for recognltion.

The CHAIRMAN. The gentleman from Texas Is recognized.

Mr. JONES. Mr. Chairman, I just want to say a word with
reference to the illustration which the gentlgman from New
York gave about the corporation which has $100,000 of stock,
in which he said that if this amendment were adopted they
could reorganize if they wanted to issue a $50,000 stock
dividend, and instead issue $150,000 of new stock to take the
place of the old stock, and each owner would get his share
and at the end of two years, if any holder sold it, he would
only be taxed on the 12} per cent basis. The vice in the
gentleman's illustration is twofold. In the first place, he
assumes that all corporations, some of which hold valuable
franchises which could not be transferred, could reorganize,
and in the second place, he assumes that all of those who own
the $100,000 corporation, or a majority of them, will be sabject
to the surtaxes to such an extent as to make it to thelir in-
terest to reorganize.

To show you a case in which the amendment would apply,
let us assume that in this $100,000 corporation there are 60
men who own.$1,000 worth of stock each, and one man who
owns $40,000 worth of stock. The Garner amendment is
adopted. Let us take each Illustration—one in which the cor-
poration does not reorganize but issues a §50,000 stock dividend,
and the other one in which the corporation undertakes to
reorganize and issue $90,000 to the group of men who cwned
$1,000 each, and issue to the other man $£60,000 In lieu of the
old stock held by them respectively. At the end of two jears
they all undertake to sell their stock. If they reorganize
each one would have to pay the 121 per cent, or in the alterna-
tive pay under the surtax provisions. The small man would
probably choose the regular income rates, and the wealthy man
would choose the 12§ per cent rate; whereas if they went
ahead under the old plan and simply issued their stock divi-
dends and sold them at the end of two years, the wealthy
man would have to pay under the surtax rates. In other
words, he would have the surtax to pay, and I say that the
60 men who control the corporation would not reorganize but
would go ahend and declare their stock dividend and let the
wealthy man pay under the surtax rates.

Mr. MILLS. WIll the gentleman yield?

Mr. JONES. Yes; I yleld.

Mr, MILLS. I think the gentleman is unaware of the fact
that the capital assets provision is optional and that a tax-
paver only comes under it if he elects to come under it. So
that the gentleman must understand that in so far as capital
assets are concerned when held by a small taxpayer, he would
elect to be taxed not under that provision, but under his own
rates of taxatlon. J

Mr. JONES. Very true, but if the Garner amendment were
adopted and the corporation did not reorganize, then the man
who owned the $40,000 worth of stock, which he sold at the
end of two years, would come under the surtax.

Mr, MILLS. Yes; the Garner amendment might have the
effect of depriving the small stockholder of his option.
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Mr. JONES. No; it would not deprive the small stockholder
of his option, because he would not be taxed, but it would
deprive the big stockholder of a means of escaping taxes,
The man who had only $1,500 worth of stock and sold it at the
end of two years, if he had no other income, would not be taxed
at all under the Garner amendment. Also, If at the end of
two years, the man who owned the $40,000 worth of stock
undertook to sell it, under the Garner amendment he would be
subjeet to the surtax, and he would not have the choice, If
the corporatien did not reorganize; would he?

Mr. MILLS. It deprives him of his choice, in any event.

Mr. JONES. You do not mean to say thaf if the Garner
amendment were adopted and the corporation did not reorgan-
ize but simply went ahead and issued stock dividends, and the
man worth the $40,000 worth of stock at the end of two years
undertook to sell it, he would have his choice, If the Garner
amendment applied?

Mr. MILLS. He would not come under the eapital-assets
provision.

Mr. JONES. No; but he would come under the surtax.

Mr. MILLS. He would not come under the capital-assets
provision and therefore I say——

Mr. JONES. And he would have more than 123 per cent
to pay in that event. f

Mr. MIL1.S. Therefore I say that what Mr. GARNER's amend-
ment does is to deprive him of his option.

Mr. JONES. Yes: and any corporation that is controlled by
men who would pay more under the 123 per cent capital rate
than under the surtax rate would refuse to reorganize.

The CHAIRMAN, The time of the gentleman from Texas
has expired.

Mr. MILLS. Mr. Chairman, T ask that the gentleman he
given two minutes more.

The CHATRMAN. Is there objection to the request of the
gentleman from New York?

There was no objection,

Mr. MILLS. Is the gentleman from Texas under the im-
pression that under the Garner amendment the full amount eof
stock dividends could be taxed?

Mr. JONES. No; only the amount of the profit. If a man
had a lot of other property, the surtax might amount to more
than 12§ per cent.

Mr. MTLLS. The gentleman realizes that there might be no
property?

AMr. JONES. Then he would not be affected in any way. In
the event there was a profit under the Garner amendment, If
the man had a large income, he would be taxed at the surtax
rate. At the present time he could have an option eof 12} per
cent or the surtax rate.

Mr. SEARS of Florida. Will the gentleman yield?

Mr. JONHS. Yes.

Mr. SBEARS of Florida. My colleague said, according to the
statement of the gentleman from New York, they would reor-
ganize and issue additional steck. £

Mr. JONES. Yes.

Mr. SEARS of Florida. People for years have belleved that
they evaded the tax in that way, and now the gentleman from
New York confirms what we believe.

Alr. JONES. Of course, Mr. Mmzis assumes that all corpora-
tions will reorganize in order to enable some of their wealthy
stockholders to dodge taxes. As a matter of faet, some of them
wounld not and others could not afford to go to that expense, to
say nothing of the danger of the loss of some of their rights in
franchises or other concessions. If this amendment is a mere
gesture, why is the gentleman from New York so frantie in his
opposition to it?

Mr. GRYEN of Towa. Mr. Chairman, I move that all debate
on this azwendment and all amendments thereto be now closed.
This motion not to affect the unanimous-consent agreement in
reference to the amendment to be offered by the gentleman from
Arkansas [Mr. OLorIELD]. _

The CHATRMAN. The question is on the motion of the gen-
tleman from Iowa that all debate on this amendment and amend-
ments thereto be now elosed.

The question was taken, and the motion was agreed to,

The CHATRMAN. The Clerk will continue the reading of the
bilL

The Clerk read as follows:

(b} In the case of any taxpayer (other than a corporation) who for
any taxable year dfrives a capital net gain, there shall (at the election
of the taxpayer) be levied, collected, and paid, in lien of the taxes Im-
posed by sections 210 and 211 of this title, a tax determined as follows :

A partial tax shall first be computed upon the basis of the ordinary
net income at the rates and in the manner provided in sections 210 and
211, and the total tax shall be this amount plus 123 per cent of the
capital net gain.

(e) In the ease of any taxpayer (other than a corporation) who for
any taxable year sustains a capital net loss, there shall be levied, col-
lected, and paid, in lien of the taxes imposed by sections 210 and 211 of
this title, a tax determined as follows:

A partial tax shall first be computed upon the hasis of the ordinary net
income at the rates and In the manner provided in sectlons 210 and 211,
and the fotal tax shall be this amount minus 12} per cent of the eapi-
tal net loss; but in no case shall the tax nunder this subdivision be less
than the taxes imposed by sections 210 and 211 computed without regard
to the provisions of this section

The CHAIRMAN. The question is on the amendment offered
by the gentieman from Texas [Mr. GARNER].

Mr. HUDSPETH. Mr. Chairman, may we have the amend-
ment again reported?

The Clerk again reported the amendment, as follows:

At the end of the committee amendment adopted, in line 9, page 6,
strike out the period, imsert & comma, and the following: “ or stock
received as a stock dividend by the taxpayer or by the donor or if the
taxpayer scquired the stoek by gift.”

The CHATRMAN. The question is on the amendment of the
gentleman from Texas

The question was taken; and the Chair being in doubt, the
committee divided, and there were 132 ayes and 88 noes.

Mr. GREEN of Iowa. Mr. Chairman, I demand tellers,

Tellers were ordered, and the Chalr appointed Mr., Greex of
Towa and Mr. Garnver of Texas as tellers.

The committee agaln divided; and the tellers reported that
there were 162 ayes and 112 noes,

So the amendment was agreed to.

The Clerk, continuing the reading of the bill, read as follows:

(@) The total tax determined under subdivison (b) or (c) shall bhe
collected and paid in the same manuer, at the same time, and subjeet
to the same provisions of law, lneluding penalties, as other taxes under
this title.

(e) In the case of the members of a partnership, of an estate or
trust, or of the beneficiary of an estate or trust, the proper part of
each share of the met ineome which consists, respectively, of ordinary
net income, eapital net gain, or capital net loss, shall be determined
under rules and regulations to be prescribed by the commissioner with
the approval of the Secretary, and shall be separately shown in the
return of the partnership or estate or trust, and shall be taxed to the
member or beneficiary or to the estate or trust as provided in sections
218 and 219, but at the rates and in the manner provided in subdivisien
{b) or (¢) of this sgection.

Mr. OLDFIELD. Mr. Chairman, I offer the following
amendment.
The Clerk read as follows:

Amendment by Mr. OLoFisLD : Page 25, line 3, etrike ont all of the
page down to and including line 25 on page 25, all of page 26, and
down to and including line 21 on page 27.

Mr. GREEN of Towa. Would the gentleman from Arkansas
be willing fo agree to some time for debate on this amendment?

Mr. OLDFIELD. Yes. How much time does the gentleman
from Iowa suggest?

Mr. GREEN of Iowa. Will 20 minutes be enough—10 min-
utes on a side?

Mr. OLDFIELD.
clent,

Mr., GREEN of Towa. To accommodate another gentleman I
ask unanimous consent that all debate on this amendment and
all amendments thereto be closed in 30 minutes.

The CHAIRMAN. The gentleman from JIowa asks unani-
mous consent that all debate on this amendment and amend-
ments thereto close in 30 minutes. Is there objection?

There was no objection.

Mr. GREEN of Iowa. I further ask that the time be equally
divided between the gentleman from Arkansas and myself.

The CHAIRMAN. The gentleman from lowa asks unani-
mous consent that the time be divided between the gentleman
from Arkansas [Mr. Owrierp] and himself. Is there objection?

There was no objection.

Mr., OLDFIELD. Mr. Chairman and gentlemen of the com-
mittee, I agree very thoroughly with the amendment offered by
the gentleman from Texas [Mr. Garxer], just adepted. But
that does not cure the evil. T am opposed to the policy of
section 208, and I will tell you why In as brief a time as it is

I think 10 minutes on a side will be suffi-
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possible for me to do so. This provision of the bill did not
appear in the act of 1918. It never appeared in any law in this
country until the act of 1921. Under this provision in section
208 of this bill they undertake to divide and specify and set
aside different sorts of income, and make sacred a certain
kind of income which I do not belleve is fair to all the tax-
payers of the country. Under this provision an individual ecan
invest in land—or first, I will say, that there are three sorts
of income; first, that which is the effort of labor, Income that
is earned.

If you earn $50,000 a year at your work, that is taxed in
the surtax brackets where It belongs. There is another kind
of income, and that is the income from the interest on notes
or dividends on stocks or bonds. That is also taxed in the
surtax brackets where the amount belongs. But in this propo-
sition, if a man has an Income on account of the enhancement
in the value of the property, stocks, bonds, real estate, that is
not taxed in the way that you are taxed on the money that you
earn in the brackets where it should properly belong, but it is
taxed at the rate of 124 per cent flat. I think that policy is
bad. I think this section ought to be stricken out because the
policy is bad. Suppose a man buys a piece of real estate in
the city of Washington for $100,000 and keeps it for two years
and then sells it for $1,000,000. Of course that is an exagger-
ated case, but there are many cases similar to that, both above
and below. The gain from that, after he had kept it for two
years, and he has not done anything in the world except to
invest $100,000 in it, is taxed at the rate of 121 per cent, which
would be 123 per cent on $900,000. If this provision were not
in the law he would be taxed $472,000, because it would fall
in the surtax brackets where it properly belongs. Some gen-
tlemen object to this because they say they would not sell. If
a man will not sell for a profit of $372,000, it makes no differ-
ence to me whether he sells or not. I think they would sell if
they could make a profit of $372,000 on a $100,000 investment
in two years. But, at any rate, why should they not be faxed
as much on the enhancement in the value of the property
which they get as other people are on money they earn? The
same is true with stocks. A man can buy $100,000 worth of
Steel Corporation stock, keep it one year, and sell it at a profit
of $100,000 and he is taxed $12,500, but if you earn $100,000
you are taxed $30,000. This is the greatest leak in this bill

It was put in there because there were a great many people
in America in 1921—I know some of them, although it would
not be fair to mention the names on this floor, and it is a
matter that we thrashed out in the Ways and Means Commit-
tee—there were some who had timberlands and coal lands and
other lands which they had owned for some years, and they
did not want to sell them at the inflated prices which we had
in 1920 and in 1921 and pay the high surtax rate. There-
fore they had this provision placed in the law, and it is wrong.
It ought not to be in the law. Why not tax them just as you
tax everyone else? Of course, as the gentleman from New
York [Mr. Miirs] said a moment ago, this 124 per cent or sur-
tax is optional. Up to $30,000 of income a man may just as
well pay the normal and the surtax, because they do not amount
to any more than the 12} per cent, but when you make more
than $£30,000, then you receive a benefit. In other words, this
benefits the man who made more than $30,000, and it does
not benefit the man who makes less than $30,000. 1Is there a
man on either side of this House who down in his heart feels
that the man who makes $30,000 on a transaction like this, or
over, should get the best of it as between that man and some
man who makes less than $30,0007 It is so simple, to my
mind it is so clear, that this is bad pollcy that I think there
ought not to be any question about it. What I am saying to
you now ean not be disputed. It will not be disputed by Mr.
Mrirrs or Mr, GreEN or anyone else, but here is the argument
that they will make: They will say that under this provision
we will get more revenue, but I do not believe that statement,
and I know that they do mot know that the statement is true.
Why do I say that? Because the Treasury Departmenf has
never submitted any figures which would show that we would
get more revenue under this provision than if it were not in
the law.

The CHATRMAN.
has expired.

Mr. OLDFIELD. Mr. Chairman, I shall be compelled to use
a little more time.

Mr. DENISON. Mr. Chairman, will the gentleman yield?

Mr. OLDFIELD. Yes.

. Mr. DENISON. How does the gentleman feel about losses of
that kind?

Mr. OLDFIELD.

The time of the gentleman from Arkansas

I think that losses ought to be deducted.

Mr. DENISON. All losses? .

Mr. OLDFIELD. Yes; all the gains should be taxed and all
of the losses should be deducted. I have not a doubt in the
world that a great deal more money is made by speculating in
stocks and bonds and real estate than is lost. I say tax all
the gains and deduoct all the losses. That is fair to everyone.

Mr. DENISON, The gentleman does not think there are
more gains than losses in the purchase of stock?

Mr. OLDFIELD. I do with the kind of people who hold
them for two years. They are conservative. They have money ;
they are able to hold them for two years, and they are able to
hold their bonds for two years. They are able to hold them
untll the eycle of business changes. The experts tell us that there
is a cycle in business. Their gains are taxed at 12} per cent
while everybody who earns money is taxed in the surtax
bracket, where they belong. BMr. Mrirts will tell you that under
this provision of this bill you will get no money.

Mr. McCoy said that the other day also, but he did not offer
a scintilla of proof, and right here let me say that we have
been unable to get information out of the Treasury Department.
I say that the minority of the Ways and Means Commitiee,
regardless of the party in power, ought to have at least two
or three experts connected with it. ILet us have them when
you are in power and let you have them when we are in
power, Those men should be able to go to the Treasury De-
partment and check up the figures and bring the facts -to this
House. I think everyone ought to have the facts before him.
To show you how much Mr. McCoy knows about the proposi-
tion, he said the other day that in the 1918 act capital galns
were not taxed at all. That is not true, and everyone con-
nected with the Treasury Department knows that that is not
true. Up until 1921 they were taxed like everything else was
taxed, and then some gentleman before the committee said
they picked out 15 or 20 of the big fellows and found out that
they had deducted $11,000,000 in losses and reported $1,000,000
in gain. You can pick out these things in the Treasury De-
partment and prove your case, but we ought not to be in the
business of picking them out and leaving all of the others.
They can get the information. Mr. MeCoy said that they could.
All they have to do Is to go to the records and find cut.
Every man who returns an income-tax return returns his loss
and his gain under this provision of the law—capital gains,
You can go through the records there and get the proof, and
Mr. McCoy told me they could. I asked him if he would get the
information, and he said he would, but he has not gotten it.
He has not furnished it to this House. It is not fair to the
House, therefore, to say that we will get more money if we
do not repeal this provision of the law. But if you do, you
will put everybody, every kind of an income, on the same basis.
Why do you want to tax a man who makes money out of hold-
ing stock for two years at a less rate than we are taxed and
every other income-tax payer in the country is taxed? Why
tax the man who makes a good deal of money on bonds, after
holding them for two years, less than you tax the man who
earns $25,000 or $50,000 a year? Let us take a plece of land
on the water front down here. Suppose the Government has
spent millions of dollars in improving the channel of the river
and makes the property on the river front worth ten times or
a hundred times more than was paid for it. Why tax that
increment, that enhancement in value, to which the owner.has
not added one penny, for less than you tax every citizen in the
country who earns his money?

I say, gentlemen, it is bad policy and it ought not to be kept
in this law. It is an outrage. It is a vicious proposition. It
is one of the deliberate leaks of this bill. It was put In there
for the purpose of permitting these fellows to sell their prop-
erty and make a lot of money and pay only 12} per cent in-
stead of 50 per cent. They say they found $11,000,000 in loss
and $1,000,000 in gains. They evidently did not take into con-
sideration Senator Couzens’'s taxes. That matter was bandied
around here in letters passing between Secretary Mellon and
Senator Couzens, and Senator Couvzexs has no objection to
my mentioning It on the floor. He pald the high surtax. He
paid nearly $8,000,000 in taxes, gentlemen, whereas if he had
waited a year or two he would have had to pay only $2,000,000.
I-;I,? told me the other day that many men had done the same
thing.

Why did not the Treasury Department find those cases?
When the Treasury Department goes and picks out cases, why
do not they pick out cases that weigh against their argument,
just as they pick them out In favor of their grgument?

IMr:? GREEN of Jowa. DMr, Chairman, will the gentleman
yield

Mr. OLDFIELD. Yes.
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Mr. GREEN of Iowa. The gentleman surely does not mean
to say that these cases were picked out. They were the 50
largest taxpayers.

Mr, OLDFIELD. Why did they not include the CouzENs
case? It is only a short time ago. It was in 1921. This is
1924,

Mr. GREEN of Iowa. They have not named anybody.

Mr, OLDFIELD., Secretary Mellon named Senator CoUzENs
in the newspaper correspondence, did he not?

Mr. GREEN of Iowa. This is not the way to deal with this
matter,

Mr. OLDFIELD. The correspondence shows that he paid
$8,000,000 in taxes, whereas under this bill he would pay only
$2,000,000. We want to glve the facts.

Mr, Chairman, how much time have I remaining?

The CHATRMAN. The gentleman has two minutes.

Mr. GREEN of Iowa. Mr. Chalrman, I hope I may have
the attention of the House because I am satisfled that I can
explain this matter, and gentlemen on either gide will want
this information. I think I can show beyond all controversy
that the adoption of this amendment would cause a loss to
the Treasury of the United States of from $25,000,000 to
$50,000,000. I do not mean by that to ecast any reflections
upon my friend fréom Arkansas [Mr. Ovpriern] who is honest
and diligent and a hard worker. He thinks he has found a
place where some parties who ought to pay high taxes are
getting away from them, but he is mistaken.

Now, the fact of the matter is that this capital-gain pro-
vigion, as the gentleman from Arkansas correctly stated, does
not apply to those who have incomes below $30,000. It ap-
plies only to those in the high brackets—that is all—those
who would pay high rates. And for that reason the proposi-
tion of the gentleman from Arkansas looks plausible, because
we cut down the taxes they would otherwise pay if they made
these sales. Why was this provision originally adopted? It
was not adopted on the recommendation of Republican Secre-
taries of the Treasury alone; it was adopted also because
we were informed by a previous Democratic Secretary that
the provision taxing capital gain by the surtax rates was a
failure. Why? Because people did mot have to sell to be
taxed at those high figures, but they always took their losses
and got full credit for them. Democratic Becretaries of the
Treasury as well as Republican Secretaries were unanimous
on that point.

Now, we found in 1920, before this capital-gain section was
enacted, that the 50 largest taxpayers were taking their
losses but realized no capital galns, and they took the 50
largest s the extreme cases, the men who paid the most, as
the fairest. They did not pick out one here and there, and
I have no doubt Senator Couvzexs was included if he sold his
property in 1920—the 50 largest taxpayers showed $10,000,000
of losses and only $1,000,000 of capital gain, because they did
not have to take their gains,

The gentleman from Arkansas said a man will sell when he
makes a big profit. Well, if property is worth $100,000 to the
buyer, it is worth just about the same to the seller, Why should
anyone sell and pay these high surtaxes when he ean keep the
property and make practically as much out of it as the man
who proposes to buy it? He will not do it. He will not be
foolish enough to do it. He will say, “ This property is worth
just about as much to me as to the other man, and therefore I
will not sell and will not pay 50 per cent on my gain; because
if I did, it would wipe out all the profit I could get and put me
in a worse position than if I kept the property.”

If you pass the bill you will wipe out that $25,000,000 that we
expect to get on both sides by putting in a similar provision as
to capital losses, namely, that capital losses ghould be allowed
in the way of deductions at the rate of 12} per cent, the same
as capital gains, which is a part of the section which the amend-
ment seeks to strike out. But, of course, if the amendment of
the gentleman from Arkansas prevalls, that ig the end of it
He would not want the losses to be treated differently. We will
lose that $25,000,000, and then we will lose a number of millions
in addition, because it will simply stop these gales and we will
get no revenue out of the provisions in the amendment. They
will proceed just as they have done before, and, as the Secretary
has sald, the Treasury will get “ whipsawed.” They will all
take their gains and none of their losses.

Mr. Chairman, I sincerely hope this amendment will be voted
down. I have examined into this subject very carefully. This
is not a partisan matter. It is something that has been recom-
mended and called to our attention by previous Demoecratic
Secretaries in the same way—that under this system the Treas-
ury was bound to lose.

Now, there is another reason why we ought not to tax.

these capital gains at the full rates, and that is that these

capital gains are realized, as a rule, over a number of yvears, |

A man must hold the property at least two years in order to
come under the benefits of this provision. He may have held
the property since 1913 and the gains have gone along gradu-
ally from year to year; but if the amendment of the gentle-
man from Arkansas prevails, he will have to pay in one year
on all the gains that should be distributed over a number
of years. That is not fair. It is not fair to the farmer or
to anybody who sells real property to have the gain assessed
in one year that has accumulated over a number of years
taxed at the same rate as other gaing are taxed. There ecan
not be any question about that. If this provision is enforced
in that kind of a way it will resuolt in the taxpayer paying
more tax than in all fairness he ought to pay.

We put this at 123 per cent. Of course, 12} per cent is
an arbitrary figure, but it s about as near as we could come
to what we thought would be a rate under which more money
would be realized to the Treasury, and the Treasury has been
realizing under this provision a great deal more money, as
all the experts of the Treasury have testified, than was real-
ized when the law stood as the gentleman from Arkansas
now desires to have it stand.

Mr. THATCHER., Will the gentleman yield?

Mr. GREEN of Iowa. Yes.

Mr. THATCHER. As I understand, these provisions apply
to the larger gains, gains over $30,000.

Mr. GREEN of Iowa. About that

Mr. THATCHER. And that these provisions do not apply
to the smaller gains?

Mr. GREEN of Iowa. It does not make any difference to the
smaller men. They have their option to pay the ordinary rate
which they would pay.

Mr. THATCHER. Then it is no discrimination akainst the
smaller men?

Mr. GREEN of JIowa. No. We expressly fixed it so that the
man who had to pay only 5 per cent on the other gains would
have to pay only 5 per cent on this, for example.

Mr. SANDERS of Indiana. Will the gentleman yield?

Mr. GREEN of Iowa. Yes,

Mr. SANDERS of Indiana. Just what amount did the gen-
tleman say would be lost to the Treasury?

Mr. GREEN of Iowa. Somewhere between $25,000,000 and
$50,000,000. I should estimate it roughly at $35,000,000, if this
amendment is adopted.

Mr. SANDERS of Indiana. I will ask the gentleman whether
the great danger in dealing with a revenue bill is not that as
paragraph after paragraph is reached and amendments are
offered in order to give apparent benefit we are apt to keep losing
money for the Treasury, until finally it is not a revenue bill
at all?

Mr. GREEN of Iowa. That is correct, and I agree with the
gentleman,

Mr. HUDSPETH. Will the gentleman yield?

Mr. GREEN of Jowa. Yes.

Mr. HUDSPETH. If a man purchased a plece of land in
1018, sells it now and makes a profit of $200,000, under which
provision would he have to pay the greatest tax—under the
provision as written in the bill or under the amendment, if it
is adopted, offered by the gentleman from Arkansas?

Mr. GREEN of Iowa. Under the amendment offered by the
gentleman from Arkansas.

Mr. HUDSPETH. Would It not stop all sales and be a great
incentive not to sell land?

Mr. GREEN of Iowa. Why, certainly.

Mr., HUDSPETH. And men would not sell?

Mr. GREEN of Iowa. That is what I have been contending.
The tax on 1t would be so heavy that a man would say, “I
can not afford to sell.”

Mr. HUDSPETH. It would have a tendency to stop all

transfers?

Mr. GREEN of Iowa. Yes. .

Mr. HUDSPETH. Because it would result in giving all
the profits to the Government?

Mr. GREEN of Iowa. Yes.

Mr. HUDSPETH. That Is what happened under the excess-
profits tax, and that was the reason for repealing it?

Mr. GREEN of Towa. Yes; one of the reasons,

Mr. TILSON. Will the gentleman yield?

Mr. GREEN of Iowa. Yes.

Mr. TILSON. Was not that the reason the limit was fixed
at 124 per cent, so as not to entirely impede all sorts of
transactions?
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Mr. GREEN of Towa. Yes; as the law originally stood It
practically stopped buying and selling in large transactions
where there was a large gain.

Mr. MILLS. Mr. Chairman, I apologize to the gentlemen
of tlie House for speaking so frequently on this measure, but
it comes entirely from my interest in seeing that a proper
bill is finally passed. There are two features in any tax bill
One is the question of rates and the other is the question of
administration. You geatlemen have voted into this bill the
rates which you desire. It might be good politics for us to
hold our hands off and let any amendments go in which would
wreck this bill, but I for one will say it is certainly not my
purpose to do so, and in so far as I have any information I
want to put it at the disposal of this House.

Now, I recognize the sincerity of my friend from Arkansas,
but he is dealing with one of the most difficult questions in
the whole field of income taxation as to what constitutes
income., In Great Britain the gain from the sale of capital
assets is not treated as income and, therefore, they disregard
the gain or loss from the sale of capital assets entirely. In
this country, in our first two income tax laws, we proceeded to
treat the gain from capital assets as income and we there-
fore found ourselves in a position where we had to permit the
deduction of capital losses, Now, after the experience of
some years with that particular provision the administrators,
the gentlemen who are called upon to administer this law,
came to Congress and said, * Gentlemen, we are losing far
more than we are gaining under this provision, for the reason
that men may refrain from taking capital gains. but they
can always take capital losses, and not only do they always take
real losses, but they take fictitious losses.” It was perfectly
possible, under the law as it existed prior to 1921, for a man
to sell stocks or bonds, take a loss and buy back those very
same bonds 30 days later. He would not have made a real
loss but he would have made a loss for income-tax purposes.
He might not even do that. He might, for instance, let us
say, sell Southern Pacific Railroad stock one day and make a
loss on it, and that very same day buy Santa Fe Ralilroad
stock. The character of his investment would not in any
way have altered but he would have made a paper loss for
the purpose of income-tax returns. The Government soon
discovered that. It discovered in 1920, as the gentleman
from Iowa [Mr. Greex] has told you, that the 50 largest
taxpayers in this country made $11,000,000 worth of losses and
only $1,000,000 worth of gains. So those men, probably, through
that provision saved in taxes between £5,000,000 and $6,000,000
because of losses which in a good many cases, 1 can assure
you, were not real losses.

The House in 1921 acted on the advice of the Treasury.
When the bill went to the Senate we provided that capital gains
should be taxed at 124 per cent and that capital losses should
be limited to 124 per cent. The Senate eliminated the provision
with reference to losses, so that the present sitnation is abso-
lutely indefensible. A man Is only taxed 124 per cent on his
capital gains, but he is allowed to deduct 100 per cent of losses.
The Ways and Means Committee is trying to cure that evil. We
limit taxable losses to 123 per cent, and by so doing it -is esti-
mated we will pick up another $25,000,000 in revenue under the
provisions of the bill as reported by the committee,

Mr. BLACK of Texas. Will the gentleman yield?

Mr. MILLS. I do not want to yield just now. It seems to
me we would be making a great mistake to return to the sys-
tem which prevailed prior to 1921. I want to say to the House
that, not only based on the advice of the best experts but
based on my own personal knowledge of what goes on, out-
side of tax-exempt securities, there is no easier means of avoid-
ing the income tax than taking losses, principally paper losses.
The proper course for us to pursue with reference to this provi-
sion and many others is to maintain the ground that we have
gained, and, in my judgment, appoint a committee, probably of
both Houses, to study the administration of income tax laws
not only in this country but in other countries, so that many
of these guestions which are now doubtful may be determined
in accordance with the light not only of our own experience
but the experience of others. In the meanwhile, not only with
reference to this section but sections to come, may I plead with
the House to back up the mature opinion of the committee that
studied them with care, and to back up the labor of tax experts
who have labored for five or six months in order to make this
bill, if possible, tax-evasion proof?

Mr. STEPHENS. Will the gentleman yield? Will you please
explain in detail what method is used in reference to these capi-
tal losses?

Mr. MILLS. To effect a capital loss?

Mr. STEPHENS. Yes.

Mr. MILLS. Why, it is very simple. I gave an example last
year when a bill referring to capital losses was before the
House. Assume that in 1917 X bought 5,000 shares at par for
$500,000, X being a man with an income of $250,000——

The CHAIRMAN. The time of the gentleman from New
York has expired.

Mr. TILSON. Mr., Chairman, I ask unanimous consent that
the gentleman from New York have two minutes additional.

Mr. STEPHENS. I ask unanimous consent that the gentle-
man be allowed five minutes additional.

Mr. OLDFIELD. Mr. Chairman, the time has been fixed by
the committee. Of course, the committee can fix further time
if it desires.

h!r. GREEN of Towa. I think we have had sufficient time.

The CHAIRMAN. Does the genfleman from Arkansas want
to use the balance of his time?

Mr. OLDFIELD. I want to use the balance of my time.

The CHAIRMAN. The gentleman is recognized for two and
a half minutes.

Mr. OLDFIELD. Mr. Chairman, I appreciate what the gen-
tleman says about the situation. )

Mr. STEPHENS rose.

The CHAIRMAN. For what purpose does the gentleman
from Ohio rise?

Mr. STEPHENS. I rise for information.
consent to Mr, MiLrs proceeding objected to?

Mr. GREEN of Iowa. The time Las already been fixed in the
committee.

Mr. STEPHENS.
consent?

Mr. GREEN of Iowa. No.

Mr. STEPHENS. If it can not be extended, all right. If it
can, we ask unanimous consent for this purpose, and would like
to have our request considered if it is in order. s

The CHATRMAN, Will the gentleman from Ohio prefer his
unanimous-consent request?

Mr. STEPHENS. My unanimous-consent request was that
{.ie time of the rentleman from New York [Mr, Mirrs] be
extended five minutes. The gentleman was giving us very
valuable information.

Mr. SANDERS of Indiana. I respectfully submit, Mr. Chair-
man, that request for unanimous consent is not in order. The
only request that is in order is that the gentleman may have
time not to be taken out of this time because the time is con-
trolled by the committee.

Mr. STEPHENS., I ask unanimous consent that the gentle-
man have five minutes' time, not to be taken out of the time
that has been designated.

The CHAIRMAN. The gentleman from Ohio asks unanimous
consent that the gentleman from New York have five minutes,
the same not to be counted against the time already allotted by
the committee. Is there objection?

Mr. GREEN of Iowa. Mr, Chairman, reserving the right to
object, is there any more time going to be asked beyond that?
We can not spend all day on this one item.

Mr. STEPHENS. Mr. Chairman, we are here for informa-
tion.

The CHATRMAN. Is there objection?

Mr. STENGLE. I object, Mr. Chairman.

Mr. OLDFIELD. Mr. Chairman, Mr. MruLs spoke about the
law in Great Britain. I do not know what the law is in Great
Britain, and neither does Mr, Mrurs know what their law is on
this question. The Treasury Department has not been able to
tell us. They do have certain land taxes, landlord taxes, and
various other taxes over there that we do not know anything
about.

Gentlemen, there is another question involved in this matter.
I think this provision of the law has done more to increase
rents in this country than any other one provision in it, and I
will tell you why. They sold properties, apartment houses and
land, in this town and in New York and everywhere else at
immensely inflated prices because they could sell those proper-
ties and pay only 12} per cent. It would have been better for
the people of America if they had kept those properties, as
Mr. GreEN predicts they would have kept them. It would have
been better if they had kept those properties, because then the
rents of this country would not have been so high, because
these immense profits, these stilted profits, have been capital-
ized, and the people of America, in every city of this country,
are paying rent on that high capitalization due to inflation
and due to this provision in this law. That is the situation,
and you ought to vote this out, and I believe that you will vote
it out. [Cries of “ Vote!™ * Yote!"]

Was unanimous

And we can not extend it by unanimous
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The CHAIRMAN, The question is on the amendment offered

by the gentleman from Arkansas,

The gquestion was taken; and on a division (demanded by
Mr. Owprierp) there were—ayes 56, noes 120,

Mr. OLDFIELD. Tellers, Mr. Chairman.

Tellers were ordered, and the Chair appointed Mr, Gregx of
Iowa and Mr. Ovprierp as tellers,

The committee again divided; and the tellers reported that
there were 58 ayes and 137 noes.

So the amendment was rejected.

The CHAIRMAN. On page 5, when paragraph (c¢) was being
read a motion was made to strike out paragraph (c), which
wis to be considered with this section.

Mr. OLDFIELD. Mr. Chairman, the gentleman from Iowa
and myself have agreed on an amendment to be offered to para-
graph (c¢), on page 5.

Mr. GREEN of Iowa. Mr., Chairman, I ask that this be
passed, because I have not the amendment at hand.

The CHAIRMAN. The gentleman from Iowa asks unani-
mous consent that paragraph (e), page 5 of the bill, be passed
for the present. Is there objection?

There was no objection.

The Clerk read as follows:

EARNED INCOMN,

Sec, 209, (a) For the purposes of this section—

(1) The term “earned income' means wages, salaries, professional
fees, and other amounts received as compensation for personal services
actually rendered, but does not include that part of the compensation
derived by the taxpayer for personal services rendered by him to a
corporation which represents a distribution of earnings or profits rather
than a reasonable allowance as compensation for the personal services
actually rendered.

(2) The term " earned income deductions' means such deductions
as are allowed by section 214 for the purpose of computing net income,
and are properly allocable to or chargeable against income,

(3) The term “ earned net income ™ means the excess of the anmount
of the earned income over the sum of the earned income deductions.
If the taxpayer's met income is not more than $5,000, his entire net
income shall be considered to be earned net Income, and if his net
income is more than $5,000, his earned net income shall not be con-
sidered to be less than $5,000, In no case shall the earned net izcome
be considered to be more than $20,000,

Mr. GARNER of Texas. Mr. Chairman, I offer the follow-
ing amendment, to go in at the end of line 6, page 28,
The Clerk read as follows: »

Amendment offered by Mr. Garxer of Texas: Page 28, at the end
of line 6, insert * earned income also means reasonable compensation or
allowanee for personal services where income is derived from combined
personal services and eapital in the production by unincorpoiated
persons of agricultural or other business,

Mr. GARNER of Texas. Mr. Chairman and gentlemen of
the committee, I hope you will not think I am offering amend-
ments for any purpose except what I believe will improve the
bill. I want to say to my Republican friends, as I said to the
Committee on Ways and Means this morning when we were dis-
cussing a certain amendment—I said to the Democrats on
the committee, * Gentlemen, I hope you will be careful in offer-
ing amendments to this bill because we do not want to put the
bill in such a condition that when it goes to the Executive he
will have any reason to veto it.” And I hope the gentlemen
will understand when I offer an amendment that I am doing
go in the belief that I am improving the bill and in no way
impairing its efficiency or to give the Executive any reason for
vetolng it.

Now, you know what this amendment is. You are now
considering what is known as the earned-income definition,
I wish I had this printed, but if you will turn to page 27 of
the bill you will find in subdivision 1, “ the term * earned income ’
means wages, salaries, professional fees, and other amounts
received as compensation for services actually rendered.” That
was all that was in the original bill. If you get the original
Mellon bill yog will find that is all that was in that bill as
far as the subject of earned income is concerned. But the
Ways and Means Committee put in this additional language,
“and other amounts recelved as compensation for personal
services actually rendered.” That was an amendment by the
Ways and Means Committee itself.

I did not ohject to that amendment, although I do not see any
great necessity for it, because the only persons that would be
benefited would be some receivership or activities of that nature,
which did not concern me in getting a 25 per cent reduction.

LXV—180

But I am concerned about the merchant and the farmer, be-
cause I believe he earns his income just as much as the wage
earner or the professional man or the salaried man. For in-
stance, do you not believe that the merchant doing business in a
store on the corner of a street In your town working 10 or 12
hours a day making $10,000 a year is earning his income just as
much as the man who sits upstairs in an office over him and
earns §10,000 a year as a doctor or a lawyer? This amendment
I propose will take care of that situation. The reason they ad-
vance for not adopting this amendment—and it is a pretty good
reason, I can not make light of it because it will be a difficult
problem for the Treasury Department, but I believe the depart-
ment can solve it—they say it will be difficult to administer, and
that is the only reason they give. I will ask the gentleman from
New York, who opposed the amendment and defeated it—and
there was not a chance to defeat it except by giving all men
having an income of $£5,000 and less credit for earned income.
The gentleman offered that amendment. Now, this amendment
does not apply to any income except beiween £5,000 and $20,000.

The CHAIRMAN. The time of the gentleman from Texas
has expired.

Mr. GARNER of Texas. I shall have to ask for five minutes
more.

The CHAIRMAN. Is there objection fo the request of the
gentleman from Texas?

There was no objection.

Mr. MOORE of Virginia, Will not the gentleman explain Lis
amendment ?

Mr. GARNER of Texas. Let me read the amendment.

Earned income also means r ble comp tion or allowanece for
personal services where Income is derived from combined personal
services and eapital in the production by unincorporated persons of
agriculture or other business.

In other words, it applies to Incomes from mercantile busi-
ness and the farming business where the income is not over
$10,000 a year. The Treasury Department says it is difficult to
administer the law, and I expect it will be. And the prineipal
reason is the difMlculty of ascertaining the capital investment.

I admit that difficulty, but that is a small difficulty with small
people naving incomes between $5,000 and $10,000 and is not as
effective as it would be with corporations incorporated for mil-
lions or hundreds of millions of dollars. I yield to the gentle-
man from North Dakota.

Mr. BURTNESS. The gentleman has already answered the
question, and that is whether or not the gentleman would elimi-
nate the earned-income feature of $5,000.

Mr. GARNER of Texas. No; I would not. If you put this
language In the bill, you do not need that. Mr. Rockefeller,
under the $5,000 provision, will get 25 per cent reduction up to

3,000,

Mr. BURTNESS. Might I suggest that if you eliminated that
language the persons in the Treasury Department who would
determine what a farmer earns would probably claim that the
earned income amounts to $1,000 or $2,0007

Mr. GARNER of Texas. That is a matter of administration.
I do not know what my side of the House will say to me when
I make the suggestion, because I have not consulted the Ways
and Means Committee, but I do hepe that in the course of the
discussion and consideration of this bill, before we finally send
it to the Senate, we can get a record vote on this proposition.
I think it is most indefensible to say that a lawyer, a doctor,
a bank cashier can have a reduction of 25 per cent and that you
can not give the same reduction to a farmer or a small mer-
chant, I have fought for it in the committee, and I am going
to do my best here, and some time later on perhaps an oppor-
tunity will be afforded for everyone to vote upon it. I am not
telling any secret when I say that If the gentleman from New
York [Mr. Minrs] had not gotten In his amendment exempting
everybody up to $5,000, undoubtedly the committee would have
adopted this amendment.

Mr, CHINDBLOM. Mr, Chairman, will the gentleman yield?

Mr. GARNER of Texas. Yes.

Mr. CHINDBLOM. Assuming the Treasury Department had
gotten beyond the very difficult question of determining the
amount of investment, then how would you fix the rate of in-
come in that investment?

Mr. GARNER of Texas. I would leave it just as the lan-
guage is here, “ reasonable compensation.”” You can not write
a law and you have never written a revenue law where you
did not give the Treasury Department some diseretion in ascer-
taining the facts.

Mr, CHINDBLOM. I do not think there is another provision
in this bill where the Treasury Department would have discre-
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tion te determine how mueh profit or earnings a man should
make,

Mr. GARNER of Texas. The gentleman may be right about
that; but this applies to a very small class of people, and they
are just as deserving as the bank cashier. Here 1z a bank
cashier who gets $10,000 a year, and here is a merchant working
twice the number of hours that the cashier does, who has a
store across the street and who deposits the money in the bank
where the cashier is. One gets 25 per cent reduction and the
other is given no reduction.

Mr., MOORE of Virginia, Mr., Chairman, will the gentleman
yield?

Mr. GARNER of Texas. Yes

Mr. MOORE of Virginia. I think the gentleman is right in
eriticizing this eclassification, which puts in one group of people
and leaves out another group. Personally I very much doubt
whether a court would uphold any such classfication. It is an
arbitrary classificatlon Wiat is not warranted by any fact.

The CHATRMAN. The time of the gentleman from Texas has
expired.

Mr. GARNER of Texas. Mr. Chalrman, I ask unanimous
consent to proceed for one additional minute.

The CHAIRMAN. Is there objection?

There was no objection.

Mr. BLACK of Texas. Mr. Chairman, will the gentleman
yield?

Mr. GARNER of Texas, Yes.

Mr, BLACK of Texas. Is it not the opinion of the gentle-
man that this whole section would introduce a new complica-
tion into our income-tax laws and ought not the whole thing
to go out?

Mr. GARNER of Texas. There is a good deal of argument
back of what the gentleman says.

Mr. BLACK of Texas. I just wanted to give notice that
I am going to offer an amendment to strike it all out.

Mr. GARNER of Texas. How can you say, and how can
anyone say, that I should have or Mr. Mitrs should have
or Mr. Mellon should have, or anyone else with large incomes
should have a deduction of 25 per cent for earned income up
to $5,0007 That was a foolish thing to do—to give a man
with a million dollar income a reduction of 25 per cent on
earned income up to $5,000. It was done only for the pur-
pose of defeating this particular amendment and this particu-
lar amendment was defeated only because it is difficult of
administration, and I believe Mr. Mnuis is very conscientious
and perfectly frank about it.

Mr. MILLS. DMr. Chairman, the gentleman from Texas
[Mr. Garxgr] is quite right in saying that there is no ques-
tion of principle involved here. This is a straight question
of administration. When the committee of experts were en-
gaged in drafting the provisions of this bill they sought to
do the very thing which Mr. GArner wants to do, and that
is to define “ earned income ™ in a comprehensive way. Earned
income, of course, is very easy to define when a man's total
income comes as a result of his own personal efforts, but
if part of his income is derived from personal efforts and part
from capital then there is presented a very difficult problem
from an administrative standpoint, as all can readily see.
There are two methods of procedure for segregating these tw)
different kinds of income. You can either determine the amount
of capital invested in the business and then allow a reasonable
return on that capital—two very difficult questions—and then
say that all of the rest of the income is derived from personal
effort, or you can approach it from the other angle and at-
tempt to determine what the man’s own personal services are
worth and ascribe the balance of the imcome to capital. The
department found that in dealing with the guestion of invested
capital in the case of a few hundred thousand ecorporations
it was absolutely impossible as a practical matier to determine
what invested capital was, and it became apparent, therefore,
that in the ecase of 8,500,000 taxpayers, if the department
had to examine each separate return and determine in every
case the amount of capital invested why administration would
inevitably break down.

Mr. BEGG. Mr. Chairman, will the gentleman yleld?

Mr. MILLS. I have only a very few minutes. When the
department, after trying many drafts to accomplish what the
gentleman from Texas [Mr. Garver] seeks to accomplish
to-day, finally determined that it could not draft a satis-
factory definition they examined the returns.

They examined the returns, and if you will turn to the re-
torns for 1921 you will find that out of a total of about
$18,000,000,000 reported under the personal-service item ne
less than $14,000,000,000 came from salaries, wages, commis-
siong, and bonus. The bill as originally reported then took
that definition, which covered 85 per cent of the earned income,

recognizing very frankly that an injustice was being done to
15 or 20 per cent of earned income in other cases. When we
got into committee—and I am telling you the story just as it
occurred—I met one day Doctor Adams, who is not only one
of the best theoretical experts but one of the most practical
administrators of the income tax laws, and Doctor Adams said
to me, * Mrirs, the only thing for you to do in the case of thtﬂ
earned-income proposition 18 to adopt an arbitrary limitation,’
He said, “If you take $5,000 as an arbitrary limitation, I
think you will cover over 90 per ecent of the earned incomes in
this eountry to-day, and you will do substantial justice with-
out ruining the administration of the law.”

The CHAIRMAN. The time of the gentleman from New
York has expired.

Mr. MILLS. Mr. Chairman, may I have three minuteg
more?

The CHAIRMAN. The gentleman from New York asks
unanimous consent to proceed for three minutes more. Is there
objection?

There was no objection.

Mr, MILLS., I examined the figures, and I found, as I have
already told you, that under the bill as originally reported wa
did injustice to perhaps 20 per eent of the earned incomes.
But if in addition to the definition in the original bill we give
an exemption of §5,000, 1 believe we could take care of 90 per
cent of that 20 per cent, and if there is any injustice done, why,
of course, it is done only above the lower brackets.

What is the use in coming here and talking about discrimi-
nations against the farmer? How many farmers are earning
a net income of $5,000 a year? If they are earning $5,000 a
year, they get the full benefit of this earned-income provision,
What is the use of talking about the small storekeeper if he is
earning $5,000 a year? He gets the full benefit. It is only
when you gef into the upper brackets that there is any possible
injustice, and then T make the flat assertion that the gentle-
man’s criticism applies only to a very small fraction of earned
income. On the other hand, I submit that every administrator
I have consulted has reached the same conclusion, that it is
literally impossible to segregate income from property and ins
come from personal service in the hundreds of thousands of
individual cases which would be covered by the amendment
of the gentleman from Texas.

Mr. BURTNESS., Mr. Chairman, will the gentleman yield?

Mr. MILLS. Yes,

Mr. BURTNESS. Can the exemption—for instance, the fam-
ily exemption—be taken away from the earned income?

Mr. MILLS. Oh, no, We give a 25 per cent reduction of the
tax on the first $5,000 of net income.

Mr. BURTNESS. I did not get the gentleman's argument
when he suggested $7,500.

The CHAIRMAN. The time of the gentleman from New
York has again expired.

Mr. BEGG. Mr. Chairman, I ask that the gentleman’s time
be extended two minutes. I want to ask the gentleman a ques-
tion on his statement.

The CHAIRMAN. The gentleman from Ohio asks unanimous
consent that the gentleman from New Yeork may have two
minutes more. Is there objection?

There was no objection. 1

Mr. BEGG. If the Garner amendment were adopted, would
not that multiply by an untold factor the opportunities for dis-
pute between the Government and the taxpayer in ascertaining
capital investment?

Mr. MILLS. The gentleman must recognize that in every
one of these thousands of cases there would be a dispute be-
tween the taxpayer and the Government as to what his per-
sonal services were worth and what his return on his capital
ghould be worth; and in the case of the small storekeeper or
the farmer who does not keep books the administrative diffi-
culties would be literally insuperable.

Mr. BEGG. And the added fact that it is more difficult to
ascertain the eapital invested on a farm if the man has had it
15 or 20 years than it is on any kind of corporation, is it not?

Mr. MILLS. I should say so, but I am not a farmer,

Mr. BEGG. It seems to me it would be wholly unworkable,
and the small man who would have that dispute could not
afford to hire an expert attorney to come down and plead his
cause,

Mr, MILLS. I understand one thing that these farm organi-
zations have been ftrying to do is to get the farmer to keep
books 8o that he will know what he is getting on his capital
but that to date they have been unsuccessful.

Mr. NEWTON of Minnesota. Mr. Chairman, will the gen-
tleman yleld?

Mr. MILLS. Yes.
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Mr, NEWTON of Minnesota. Have not the English had

trouble in this matter because they did not have provisions of
this character?

Mr, MILLS. Yes. I have studied the English law, and
never in my life have I found anything so difficult as to under-
stand those provisions.

The CHAIRMAN. The time of the gentleman from New York
has again expired.

Mr. TILSON. Mr. Chairman, I offer an amendment to the
amendment.

The CHAIRMAN. The gentleman from Connecticut offers an
amendment to the amendment, which the Clerk will report.

The Clerk read as follows:

Amendment offered by Mr. TiLsoN to the amendment offered by Mr.
GARNER : After the Garner amendment, strlke out the period, insert a
colon, and add the following:  Provided, That the total allowance for
earned income in addition te the $5,000 herein provided for shall not
in any case exceed 20 per cent per annum of the net Income from such
business, as reported by the taxpayer for the tax year, and shall not In
the aggregate exceed $20,000.”

Mr. TILSON. Mr. Chairman, the gentleman from New York
[Mr. Mirrs] has made it so plain that it seems to me there
ought to be no misunderstanding of this provision. He has
shown that it is physically impossible for the Treasury to carry
out the purposes sought to be effected by the amendment of the
gentleman from Texas [Mr. Garnxer], and that if that amend-
ment is adopted, it will do more than anything else could do
to break down the administration of this part of the income tax
law.

Mr. GREEN of Iowa.
yvield right there?

Mr. TILSOXN. I do.

Mr. GREEN of Iowa. I have been particularly enthusiastic
about this provision, but if I wanted to beat it and fix it so
that it would not be operative I would ask that the amendment
of the gentleman from Texas be put in there.

Mr. TILSGN. It should not be put there. But if the amend-
ment of the gentleman from Texas is put in, there should be
a limitation put to it.

One who, because he lLas an investment which will yield
well up toward $20,000 and gives only a bit of his time to it,
should not be permitted to take advantage of this reduction
in his tax to the full amount of his income from his investment,

Mr., GARNER of Texas. Will the gentleman yield?

AMr. TILSON. Yes.

Mr. GARNER of Texas. If the gentleman’s amendment
should be accepted, would the gentleman and his associates
agree to support my amendment?

AMr. TILSON. T told the gentleman frankly that I would not,
becanse I think that it would break down in its administration,
in fact, that it ean not be administered, but if the amendment
must go in I think this limitation should be put in, so that a
man who gets most of his income from an investment should
not be able to take advantage of it all as earned income,

Mr. GREENWOOD. 1Is there any scientific reason for fixing
it at 20 per cent? Has the gentleman studied the question and
determined why it shounld be 20 per cent?

Mr, TILSON. It is arbitrary, of course; but I think it is
fair, if a man, for instance, has an income of $50,000 from his
business to provide that he shall not be entitled to a preferen-
tinl rate as earned income on more than $10,000 of it over
and above the $5,000 already allowed him.

Mr. GARNER of Texas. The gentleman should not use the
amount of £30,000 but should use the limit of $20,000.

Mr., TILSON. 1 mean where his income from services and
capital is $50,000 and is not limited in any way.

Mr. GARNER of Texas. Yes; it is limited to the activities
of men in business and is limited to $20,000.

Mr. TILSON. Yes: but 20 per cent of $£50,000 is only $10,000,
and I am talking about an income within the limitation.

AMr. GREENWOOD. His business would have to yield $100,-
000, as I understand the genfleman's amendment, before he
would get an income of $20,0007?

Mr. TILSON. It would; yes.

Mr. McSWAIN. In view of the fact that the gentleman's
amendment would not be subject to amendment, would he not
agree to accept a suggestion to offer an amendment making
it 50 per cent and for this reason: Has not my friend seen a
merchant who was earning, by giving 12 or 15 hours a day to
his business, $10,000 or $15,000 a year, and then when he dles,
the personality being gone from the place, the whole thing,
lock, stock,” and barrel, fixtures, and all, would not bring
$15,0007

Mr, TILSON. Well, that man, under my amendment, if his
dncome was $50,000——

Mr, Chairman, will the gentleman

=

Mr. McSWAIN. T said $15,000.

Mr, TILSON, Then he would get 20 per cent of that, which
would be $3,000, In addition to the $5,000. So he would get
credit on $8,000 as earned income. It seems to me that would
be fair and that there ought to be some limitation if this
amendment is to go through.

Mr. GREEN of Iowa. Mr. Chalrman, I move that all debate
on this amendment cloge in 10 minutes,

The motion was agreed to.

Mr. CHINDBLOM. Mr. Chairman, in the remarks which I
made on Monday last upon the entire bill I inserted, at page
2674 of the CoNGrREssIONAL Recorp, figures which I had ob-
tained from the legislative reference service in the Library of
Congress with reference to the income of various classes of our
population. In the industrial groups, based upon income-tax
returns for 1921, sole proprietors of businesses earned the
following average incomes: Agriculture and related industries,
§1,758 ; mining and quarrying, $2,885; manufacturing, $3,332;
construction, £3,8330; and transportation and other public utili-
ties, $2.141 per annum—all per annum.

In the various trades sole proprietors, according to the in-
come-tax returns of 1921, had the following incomes per annum:
Public service, professional, amusements, hotels, and so forth,
$2,964 ; finance, banking, Insurance, and so forth, $3,619 ; special
cages, businesses not sufficiently defined to be classed in any
other division, $2.811.

I think these classes include practically all the people who
might be reached by the amendment proposed by the gentleman
from Texas [Mr. GArNER]. A deduction of $5,000 for earned
income will certainly reach practically every farmer and prac-
tieally every small storekeeper in the land. I think we have
a right to legislate in the light of conditions which exist and
in the light of facts which are known. We never could pass
any revenue law if we were to base it merely upon theory,
speculation, or deduction. Revenue lawg are always more or
less inaccurate and always more or less unjust, so that our
purpose must be and should be to make them as nearly fair
and as nearly equitable as may be possible. This deduction
of the tax on $5,000 will certainly, within the knowledge and
personal experience of every man in this House, cover every
man now involved, every small storekeeper, and every farmer,
referring now to the particular classes that have been men-
tioned. -

Mr. McKEOWN. Will the gentleman yield?

Mr. CHINDBLOM. T have very little time.

Mr. McKEOWN. I just wanted to know whether there
would be any objection to increasing it to.$7,5007

Mr. CHINDBLOM. Well, I will say this: I would not care
particularly whether you raised it to $7,500, if the Treasury
can stand the drain,

Now, there has been some rather jocular reference to this
deduction of $£5,000, as if it did not meet any real conditions.
I want to name a class of persons who can not be reached in
any other way than by a provision of this sort.- I refer to
the beneficiaries of trusts—children, for instance, who are
under guardianship, incompetent persons under conservatorship,
and other people who are receiving incomes from frust estates,
They do not and can not earn their incomes, but they are
benefited by this provision for a deduction of $5,000. This
amount of their income will be considered as earned income in
their behalf.

With reference to the other classes, they are amply able to
take care of themselves. The total allowable deduction is
$20,000, although, as everybody knows, there was no limitation
in the Treasury draft which was sent to the committee. The
committee considered this proposition, gentlemen, for a very
long time, and in the light of every conceivable eircumstance
and of all the information that could be obtained. Then, also,
consider the difficulties which are going to arise when the
Treasury Department begins to try to determine what is the
invested capital of a farmer with 80 or 160 acres of land and
how much of a percentage he should be allowed as earnings
upon his investment. A man of small means will have no op-
portunity to come to Washington and make his protest or his
complaint, because his interest is not sufficiently large.

We have provided a deduction of $5,000, and I think it is
equitable; I think it reaches not only 99 per cent, but I will
say 999 out of every 1,000 of these taxpayers.

The CHAIRMAN. The time of the gentleman has expired.

Mr. GREEN of Iowa. Mr. Chairman, in view of the demand
for additional time, I ask unanimous consent that the time for
debate upon this amendment be extended 10 minutes further.

The CHAIRMAN. The gentleman from Iowa asks unani-
mous consent that the time be extended 10 minutes, making 15
minutes altogether. Is there objection?

There was no objection.
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Mr. BEGG. Mr. Chairman and gentlemen of the committee,
it would seem to me that if this amendment were adopted the
eost of administéring the same and the dissatisfaction over its
adoption would be many times greater than the benefit re-
ceived by the people supposed to be covered. I believe that it
is a safe statement to make that three-fourths of the criticism
of the income tax to-day is because of the dissatisfaetion with
the settlements made on the value of the investment rather
than the amount to be paid by the taxpayer, and I can con-
ceive of absolute conditions where nobody could make a just
settlement. I can take $10,000 to-day and go into any State in
the Union and buy more land for $10,000 than three years ago
I could have purchased for $25,000. If I buy my farm to-day,
and you bought yours three years ago, and they are side by side
and both alike in productiveness, and in every respect pro-
duce the same, would there be any equity in this particular
amendment If applied to both of us? N

1t would be absolutely impossible to found your taxes on
satisfaction of the amount levied if you leff it fo a man in
a department down here who probably never saw a farm to
determine the capital asset. It seems to me that is a great
wenkness. It is even more difficult on the farm than it would
be in a little store, yet in a little store the same kind of a
difficulty might arise.

I believe another safe statement to make is that 50 per cent
of the value of the capital invested in the little stores iz in
good will. You can invest $25,000 in a little store, and if you
have somebody at the head of your management who is net
adaptable to that particular line of business the production
on your capital asset would not produce an earning on one-
fifth the amount invested, whereas you may take one-fifth
of the amount invested and because of the good will that
goes by the name of John Smith or John Jones the pro-
duction may show an earning on an investment several times
‘as greaf.

Therefore it would seem to me that if you want to do some-
thing in this bill that will magnify the dissatisfaction in this
eountry over taxes, and particularly ineome taxes, the best
way I know to do it would be to put a provision in here leav-
ing it te the arbitrary decision of any man or any set of men
in Washington to say what is the capital investment in Ohio
either in a farm or in a small business.

If the $5,000 offset as earning is not high enough, do what
my friend the gentleman from Illlnois [Mr. CExNpBrLoM] sug-
gested that he would not oppose, raise it to $7,500 or $6,000 or
any other figure.

Mr. CHINDBLOAM. I said depending upon the conditions in
the trade.

Mr. BEGG. I meant to guote the gentleman accurately;
but by all means do not adopt an amendment that is going to
multiply the difficulties. of administration by nobody knows
how much.

Then another feature is that 90 per cent of the people who
have come to me as their Representative to arrange some
kind of hearing for them in the Internal Reveune Bureau have
been in dispute on the ameunt of capital invested and what
ghould be allowed as capital investment.

Let us take the little man again. Let us say that in 1018,
when farm prices were at the peak, he bought a farm for
$250 an acre, and some man, after this law is In effect, in
basing his figures on the average price of land over a period
of five years should find that the average price of land in
that community over that period of five years was $125 an
acre, just one-half the actual investment, could you imagine
the state of mind of that farmer when he goes back home and
gets a letter saying that his capital investment claim of $250
an acre has been disallowed? I know cases, and could give
the names and the places, where an arbitrary decision was
made in the Internal Revenue Bureau that the value of a
farm lying near a community should be taken back to 1913, at
885 an acre, when it sold on the market two years later than
that for more than $500 an acre, and sold during the period
of high prices for between $000 and $1,000 an acre. This
was an arbitrary decision, and when it was carried to the
board of appeals they said, * Support your decision and your
claim by affidavits,” and the Government sent men out to
secure affidavits, and they secured affidavits from men who
were engaged in a rival business, motivated by revenge as
much as anything else, who swore that the land in 1913 was
only worth $85 an acre, multiplying, as I said, the dissatis-
faction to the taxpaying public.

The CHAIRMAN. The time of the gentleman from Ohio
has expired.

Mr. BURTNESS. Mr. Chairman, as I looked at -
tion of earned ineome, as this bill first came from thethTreae d(;ﬁuﬁ-
to the Ways and Means Committee, I felt that the definition
and its application in praetice would have been positively
ridiculous and unfair to & very large percentage of the tax-
payers of this country. I personally went before the Ways
and Means Commitiee and opposed that definition and sug-
gested some change be made which would include the very
men whom the gentleman from Texas has in mind in pro-
posing his amendment here this afternoon. But I am entirely
well satisfied with the praetical propesition which has been
adopted by the Committee on Ways and Means and which is
found in this bill. I think everyone will concede that it is a
much more practical and a fairer proposition than if you im-
posed no limits whatsoever, no minimum limits and no maxi-
mum limits, and then accepted the amendment proposed by the
gentleman from Texas, for then the situation, of course, would
be that some man here in the Treasury Department would
determine how much of a storekeeper’s income or how much
of a farmer’s income is the result of his work and how muech
of 1t the result of the capital invested. Very few of such
representatives of the Government would have granted $5,000
as actually earned income ; hence the decision of the committee
arbitrarily regarding $5,000 as earned income serves the pur-
pose very much better. But so much for that. I want, how-
ever, to make this prediction to-day. Although I am ready
to vote for this provision with reference to earned income
deductions, and regard it correct on principle, I am inclined
to think that two or four or six years hence you will find
there has been so much difficulty in administering this pro-
vision that there will be a great deal of sentiment in favor
of wiping out any provigion whatsoever for earned income
deductions.

Mr. BLACK of Texas, Will the gentleman yield?

Mr. BURTNESS. I have not the time. I have just a few
minutes and there are several things I want to discuss.

We had some experience with this sort of a provision in
eur own State and we wiped it out at the last session of the
legislature. But I want to remind you that the $5,000 is not
the maximum which a farmer or storekeeper can earn and still
have the benefit of this reduction on all of his tax. As a mat-
ter of fact, the $5.000 is earned net ineome, and the total earned
income for him may be $6,000 or §7.000. If no more than $5,000
remains after the deduction set out in section 204, he gets
the benefit of the reduction on $5,000, even though his gross
income may be $7,000 or $8.000. .

At the proper time I shall offer an amendment, and I want
to explain it now, and that is, to change the word “net" in
line 18 to * taxable.” If the gentleman from New York [Mr.
Mirirs] is correct as to the intent of this section, that it means
that a person is to have the benefit of the reduction on the
first $5,000 in taxable income—that is, his income after family
exemptions have been deducted—then this amendment is abso-
lutely necessary, because as the bill now stands it can only
be allowed upon what is defined to be “ earned net income,” and
you will find the definition of that in the section now under
consideration.

If my amendment carries, it will give a person who has a
total net inecome of $7,000, with a family exemption of $2,000,
thereby leaving $5,000 in taxable income—the enactment of my
amendment will give him the right to treat all of such $5,000
as earned income. Otherwise the sitnation of such farmer or
merchant will be that the $7,000 is the total net income, and
§5,000 is net earned income, and they would have to figure up
the proportion of the total earned income and the total net
income. In other words, he would only get the earned reduc-
tion on 50/70 of the $5,000. What I want is to give him the
privilege of regarding everything up to that figure as earned
income, and to do that my amendment must be adopted ; other-
wise a person with only or a little more than $5,000 actual
taxable income will not receive the benefit of a reduction en
$5.000 in many eases. In fact, his reduction might in effect
really be on only $3,000 or $3,500; that is, the relationship of
the arbitrary earned net income to his total net ineome might
be in such percentage in the case of total incomes of slx or
seven or eight thousand as to treat but a percentage of the
$5,000 as entitled to the credit of an earned deduction. The
deduction does not under the present wording of the bill apply
to the first $5,000 of taxable income, but to the first $5,000 of net
earned income. I only desire to make the bill do what the gen-
tleman from New York [Mr. Mrmns] a few minutes ago stated
that it would do when he said that $7,500 might be the income
of a taxpayer, and if he had exemptions amounting te $2,500,
the deduction could apply fo all of the amount remaining—
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that is, upon $5,000—even though the $7,500 was the result of a
combination of personal work and invested capital.

Mr. GARNER of Texas. Mr. Chairman, I will ask for only two
minutes, as I have agreed to let the gentleman from Massachu-
setts have three minutes of my time. I wlill occupy it by call-
ing attention to the fact that every gentleman who has spoken
on the subject admits that the definition ought to go in the
bill if it was not for the $5,000 exemption. Every gentleman
says that 1f it is possible to do so, the merchant and the farmer
ought to be in the same condition as the lawyer and the doctor.
They give as a reason for it, as the gentleman who has pre-
ceded me has just said, that they will have certain exemptions,
that the lawyer will have certain exemptions, and the doctor
will have certaln exemptions, and the bank cashier will have a
certain exemption; and I am unwilling to discriminate against
the farmer and the merchant who earns his income as much as
the banker or the lawyer and the doctor. It is a matter of
prineiple that is involved here, whether you are going to favor
the doctor and the lawyer and the bank eashier with a 25 per
cent reduction and nof give the exemption to the farmer and
the merchant. I will agree with the gentleman from Illinois
that this was all considered for three or four days in commit-
tee. 1t was not adopted because the gentleman from New York
did not want us to adopt the amendment and the only way he
could prevent it was to make the income up to $35,000 earned
income, If it had not been for that this would have been in
your bill now. I think that the amendment ought to be adopted
so that you will not discriminate against the merchant or the
farmer,

Mr. ANDREW. Mr. Chairman, I appreciate very much the
courtesy of the gentleman from Texas in giving me three min-
utes, With the progress that is being made in the considera-
tion of the bill, the time is rapidly approaching when Congress
will have to deal with adjusted compensation. It is a matter
of concern to a vast majority of the Members of the House;
and when we have finished this bill there should be a bill
reported out dealing with the question of adjusted compensation,
which can be at onece given attention on the floor of the House.

Conditions have changed in certain respects with the passage
of the years. More than 300,000 of the soldiers and sailors
who served their country in the war and who would have been
entitled to the benefits of this measure have passed beyond the
range of earthly reward. Their heirs ghould now be included
among the beneficiaries of this bill.

The long delay in the adoption of the measure has made some
of the benefits provided in the bill, such as vocational training,
of doubtful value.

The reduction in taxes, the ultimate form of which is not yet
predictable, creates a situation in which the remaining reve-
nues of the Treasury can not now be foreseen, and makes it
at feast doubtful what balance will be left.

On all of these accounts it has seemed appropriate to recon-
gider some of the provisions in the adjusted compensation bill
while safeguarding our obligations to the veterans. I have
therefore introduced an alternative to the adjusted ecompensa-
tion bill before us for the last two years, and this alternative
bill T should like to bring to the attention of the Members of
the House. It attempts to meet the changed conditions and at
the same time give the veterans that which is their mani-
Test due.

This bill provides benefits not merely for the veterans who
have survived until this long-delayed measure has become a
law, but it extends these same benefits to the heirs of those
who died during the war or in the years that have elapsed since
the war ended. Certainly neither logic nor justice would war-
rant discriminating between the heirs of those veterans who
die after the law goes into effect and the heirs of those who
have died before. If we are to provide adjusted compensation
for the former, we are equally bound to provide it for the
latter, whose losses are the more severe and whose situation is
the more appealing and deserving.

The bill eliminates all benefits to officers and confines the
advantage of its privileges to enlisted men, The argument for
adjusted compensation has always been based upon the enlisted
men's pay of $1 or $1.25 per day. This argument and the
schedules based thereon are not equally applicable to officers
and their pay, and the line of demarcation between captains
and higher officers has always seemed arbitrary. I have heard
of many captains and lieutenants who protested that adjusted
compensation was not due them, but seldom an enlisted man,

It has been claimed that the bill which has been before
Congress is unduly complicated and contains provisions the
execution of which would involve an unnecessary amount of
bookkeeping and a very extensive bureau for its administration,

Take, for ingtance, the Government loan features. If a veteran
wanted to borrow, he would have to fill out at the post office
an application for the loan and hand in with it his own promis-
sory note and his service certificate, and these three documents
would then have to be forwarded to the Secretary of the Treas-
ury, who in turn would have to pass upon the application and,
if he approved, issue an acknowledgment, in triplicate, before
the loan to the veteran could be made. All these transactiond
would have to be duly recorded on the books of the Treasury
and of the post office, and the same procedure would have
to be repeated as often as the veteran made any payment
either for interest or principal on his note. Such a complieated
process in making and repaying loans, it must be admitted,
would involve unconscionable paper work, delays, and possi-
bilities of errors, which would be as unsatisfactory to the vet-
eran as it would be expensive to the Government. This whole
complicated system of recording and repaying loans through
the post office and the Government Treasury has been elimi-
nated in the present measure, and a method has been substi-
tuted by which a veteran ecan obtain a loan, when necessary,
from any incorporated bank.

We have heard it said that because of the difficulty of fore-
casting the probable choice among alternative options in the
original bill it is impessible to foretell exactly the expense fhat
will be invelved during successive years. The measure which
I have presented eliminates these unpredictable factors and
makes it possible to caleulate the definite cost for each year by
simply applying actuarial tables to the easily accessible records
in the War and Navy Departments.

The fear has been expressed that the adjusted compensation
bill before Congress involves so large an expenditure of money
in the next few years as to interfere, if adopted, with any im-
mediate and substantial reduction in taxes. I believe that
these fears are unjustified, and have heretofore presented to
Congress the reasons for my belief; but the modified adjusted
compensation bill now presented involves so little expense dur-
ing any of the next 25 years as to eliminate any possible ground
for apprehension about our current program of tax reduction.
Congress can not only reduce taxes for the future to the full
extent recommended by the Secretary of the Treasury, but can
also make that reduction retroactive to an almost like amount
as has been proposed by the Committee on Ways and Means,
The adjusted compensation bill herewith presented would not
cost more than $100,000,000 in any of the first four years and
would not cost on the average more than $35,000,000 annuoally
for the 20 years succeeding.

The bill which I have introduced contains the following
modifications of the original bill:

(1) It adjusts the compensation of the heirs of veterans who
have died on the same basis as the compensation of veterans
who still live.

(2) If limits adjusted compensation to enlisted men.

(3) It eliminates the option of vocational training, which now
that six years have elapsed since the war ended would have
substantial value for few veterans.

(4) It substitutes for the former farm and home aid and
Government loans the privilege of loans from incorporated
banks and trust companies.

(5) It calls the adjusted service certificates provided in the
original bill by a name which clearly shows what they really
are—fully paid insurance policies.

(8) It extends these policies from 20 to 25 years.

(7) It makes the one essential feature of adjusted compensa-
tion a fully paid insurance policy based in amount upon the
length of the veteran's service in the war, payable to the vet-
eran at the end of 25 years if he lives or to his beneficiaries
and heirs in ciase of his death in the intervening time, and it
makes this policy available as collateral for bank loans.

Mr. TILSON. Mr. Chairman, I ask unanimous consent ta
modify the amendment that I introduced. After consultation
with Mr. Beaman, I want to put it in a little different form,
leaving it the same in substance, so that it will limit the per-
sonal services over and above $5,000 to 20 per cent of the
profits from the business.

Mr. GARNER of Texas. Mr. Chairman, T have no objection
to the gentleman’s offering that amendment, but I hope that in
offering the amendment it is not the purpose to destroy the
amendment which he says he will not vote for,

Mr. TILSON. It does not; but it makes it much betfer, I
think.

The CHAIRMAN. The gentleman from Connecticut asks
unanimous consent to modify his amendment. The Clerk will
report the modified amendment.




2854

CONGRESSIONAL RECORD—HOUSE.

FEBRUARY 20,

=, - - - LR

The Clerk read as follows:

Amendment offered by Mr. Tinsox: After the Garner amendment,
strike out the period and insert a comma and the following: * but not
exceeding 20 per cent of the net profits of the taxpayer from the busi-
ness in connection with which his personal services are rendered.”

The CHAIRMAN. Is there objection?

There was no objection.

The CHAIRMAN. The question now is on the amendment
offered by the gentleman from Connecticut to the amendment
of the gentleman from Texas.

The question was taken, and the Chair announced that the
ayes seemed to have it.

Mr. GARNER of Texas. Mr. Chairman, I do not believe I
shall call for a division. I do not like to see this discrimina-
tion. I shall accept the gentleman’s amendment and hope that
some gentleman on his side will see the necessity of putting
them all on a parity. .

Mr, YOUNG. Mr. Chairman, I call for a division.

The committee divided; and there were—ayes 69, noes, 40,

So the amendment to the amendment was agreed to.

The CHAIRMAN. The question now is on the amendment
offered by the gentleman from Texas [Mr. GARXER], as amended.

The gquestion was taken; and on a division (demanded by Mr.
GaArNER) there were—ayes 116, noes 117.

Mr, GARNER of Texas, Mr, Chairman, in view of the close-
ness of the vote, I demand tellers,

Tellers were ordered, and Mr. GrReEn of Iowa and Mr. GARNER
of Texas were appointed to act as tellers.

The committee again divided; and the tellers reported—ayes
141, noes 134.

So the amendment was agreed to.

Mr. BURTNESS. Mr. Chairman, I have an amendment,
which I send to the desk and ask to have read.

The Clerk read as follows:

Amendment offered by Mr. BurTNEss: Page 218, line 13, after the
word “ taxpayer's" strike out the word “mnet™ and after the word
“ jncome " insert * subject to tax™; and in line 15 omit the second
word “net” and after the second word * income ' insert * subject to
tax."

Mr. GREEN of Iowa. Mr, Chairman, I am sure the amend-
ment of the gentleman does not accomplish what he wants to
accomplish. If he desires, I shall ask unanimous consent to
pass this over temporarily, with permission to return to it, so
that he may consult the experts and get the kind of amend-
ment he desires.

Mr. BURTNESS. Mr. Chairman, I feel certain that the
amendment accomplishes what the gentleman from New York
[Mr. Mmrs] said the bill does, namely, provide for tax of that
portion of the income which is taxable, and certainly the lan-
guage of the bill now does not do what the gentleman from
New York said it did In his argument.

Mr. GREEN of Iowa. I did not hear the gentleman from
New York make his statement, so I do not know what he said,
but if I am correctly informed as to what he said, I think he
sald something that he did not intend at all.

The CHAIRMAN. The question is on agreeing to the amend-
ment offered by the gentleman from North Dakota.

The amendment was rejected.

The Clerk read as follows:

(d) In the case of the members of a partmership the proper part of
each share of the net income which consists of earned income shall be
determined under rules and regulations to be prescribed by the com-
missioner, with the approval of the Secretary, and shall be separately
shown in the return of the partnership, and shall be taxed to the mem-
ber as provided in sectlon 218.

Mr. BLACK of Texas. Mr. Chairman, I offer the following
amendment, which I send to the desk.

The Clerk read as follows:

Amendment offered by Mr. Brack of Texas: Page 27, line 22, strike
out lines 22, 23, 24, and 25, and on page 28 strike out all of the lan-
guage on page 28, and on page 29 strike out all of the language down
to and including line 17, the language stricken out being all of sec-
tion 209.

Mr. GREEN of Iowa. Mr. Chairman, I make the point of
order that the amendment comes too late. We are reading by
paragraphs, and part of the motion is to strike out the first
paragraph.

The CHATRMAN.
be heard?

Mr. BLACK of Texas. Mr. Chairman, I do not know just
what the ruling of the Chair in a case like this would be, but
I followed the precedent of the gentleman from Arkansas [Mr,

Does the gentleman from Texas desire to

Orpriern], who walted until the previous paragraphs relating
to capital gain and loss were finished by perfecting amend-
ments. He then moved to strike out the whole section. I
thought that was the logical thing to do. I realize that we
consider these revenue bills by paragraphs, but inasmuch as
we were dealing with the whole section, as I understood it, I
thought the logical thing to do would be to wait until the sec-
tion was perfected and then move to strike out the whole sec-
tion. That is the only reason I did not attempt to offer my
motion before that.

Mr, LONGWORTH. Mr. Chairman, in the case of the gentle-
man from Arkansas, the only reason why he was permitted to
make such a motion was that he had been granted the right ta
do so by unanimous consent. The gentleman from Texas
plainly violates the rules.

Mr. BLACK of Texas. Mr. Chairman, in view of the circum-
stances, I ask unanimous consent that my amendment be now
considered.

The CHAIRMAN. The gentleman from Texas asks unani-
mous consent for the present consideration of his amendment.
Is there objection?

Mr. GREEN of Towa.
object.

The CHATRMAN. Does the gentleman from Texas insist
upon a ruling from the Chair?

Mr. BLACK of Texas. Mr. Chairman, I insist upon the
amendment. It is up to the Chair to make the ruling.

The CHATRMAN. The Chair is constrained to rule that un-
der the practice as the Chair understands it, where a bill is
being read by paragraphs and it is desired to strike out the
section, the proper thing to do is to move to strike out the sec-
tion in the first place or to wait until the first paragraph is
read and then move to strike it out, with notice that a similar
motion will be made to each succeeding paragraph as it is
reached. In view of the matter, in which I am confirmed by
consultation with the parliamentarian, the Chair Is constrained
to sustain the point of order.

Mr. CONNALLY of Texas rose.

The CHAIRMAN. For what purpose does the gentleman
from Texas rise?

Mr. CONNALLY of Texas. To make a suggestion on the
point of order.

The CHATIRMAN, The Chalr has ruled upon it.

Mr. CONNALLY of Texas. I beg the Chair’s pardon. I un-
derstood he stated he would consult the parliamentary clerk.

The CHAIRMAN. No; I have consulted him.

Mr. CONNALLY of Texas. If all the amendments had been
offered at the same time, the perfecting amendments would
have been voted on first, and the gentleman from Texas could
not offer his amendment to strike out until all the other amend-
ments were disposed of.

The CHAIRMAN. Under the parliamentary situation the
Chair thinks the point of order should be sustained.

Mr. GREEN of Iowa. Mr. Chairman, the next section to he
read is 212,

The CHAIRMAN. The gentleman is right. The Clerk will
read.

The Clerk read as follows:

(a) The term *“ gross income" includes gains, profite, and income
derived from salaries, wages, or compensation for personal service
(including in the case of the President of the United States, the judges
of the Supreme and inferior courts of the United States, and all other
officers and employees, whether elected or appointed, of the United
States, Alaska, Hawail, or any political subdivision thereof, or the
District of Columbia, the compensation received as such), of what-
ever kind and in whatever form paid, or from professions, vocations,
trades, businesses, commerce, or sales, or dealings in property, whether
real or personal, growing out of the ownership or use of or interest In
such property; also from interest, rent, dividends, securities, or the
transaction of any business earried on for gain or profit, or gains or
profits and income derived from any source whatever. The amount of
all such items shall be included in the gross income for the taxable
year in which received by the taxpayer, unless, under methods of ac-
counting permitted under subdivigion (b) of section 212, any such
amounts are to be properly accounted for as of a different period.
Items of gross income shall be considered to be received in the taxable
year In which they are unqualifiedly made subject to the demands of
the taxpayer.

Mr. BLACK of Texas. Mr. Chairman, I offer an amendment.

The CHAIRMAN. The gentleman from Texas offers an
amendment, which the Clerk will report.

The Clerk read as follows:

Mr. Chairman, I am compelled to

Amendment offered by Mr, BLick of Texas: Page 24, line 24, after
the word * whatever " strike out the period and add the following
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language: * Including interest received upon the obligations of States,
Territories, political subdivisions thereof, or the District of Columbia:
Provided, That there shall be excluded from the gross income in the
case of any person owning obligations of States, Territories, political
subdivisions thereof, or the District of Columbia, the interest of which
is Included In the gross income, the interest on the amount of such
obligations, the principal of which does not in the aggregate exceed
55,000.”

Mr. GREEN of Iowa. Mr. Chairman, this proposition has
already been considered and voted down in a little different
form. We debated it for a long time, and therefore I ask unani-
mous consent that all debate on this amendment close in five
minutes, all the time being allowed to the mover of the motion.

Mr, FREAR. I shall object. Here is a matter involving
$2,000,000 of securities, and you propose to stop it in five
minutes.

Mr. GREEN of Iowa. How long do you want to argue it?

The CHAIRMAN. The gentleman from Iowa asks unani-
mous consent that all debate on this amendment close in five
minutes, all the time to be allotted to the mover of the motion.
Is there objection?

Mr, LAGUARDIA. I object.

The CHAIRMAN. The gentleman from Texas [Mr. Brack]
iz recognized.

Mr. BLACK of Texas. Mr. Chairman and gentlemen, it is
true that the proposition which is contained in my amendment
has been argued heretofore, but it is a very important one, and
it ought to receive the earnest consideration of the House.

Now, if my amendment should be adopted there would be
added to the gross income of a taxpayer all interest received
upon the obligations of States, Terrltories, political subdivisions
thereof, or the District of Columbia, except an exemption is
granted to the interest upon an amount of such obligations the
prineipal of which does not exceed in the aggregate $5,000. The
reason why I have written that exception into the amendment
is that I follow exactly the exemption now allowed to interest
on $5,000 of bonds of the Government of the United States,
and it is in the same language as the provisions of the revenue
act of 1918 as it passed the House of Representatives. The
Senate did not pass the provision, but nevertheless the House
clearly expressed its will upon the subject. In that bill we
undertook to tax the income from these securities, and it was
supported by the present majority leader, Hon. NicHoras Long-
wonrtH, of Ohio, and it was supported by our honored colleague
on the Committee on Ways and Means, Hon. HENgy T. Rarney,
of Illinois. The bill was in the charge of that gallant and able
Democrat, Hon. Claude Kitchin, of North Carolina, and I have
copled the proviso to my amendment exactly from the provision
of the'bill of 1918,

The only difference in the whole amendment is—I want to be
frank, and will be frank, of course—the only difference is that
the bill of 1918 did not seek to tax the interest on these securi-
ties which had been issued prior to the emactment of the bill
The tax levied would have applied only to securities issued
after passage of the act.

Mr. GREEN of Iowa.
yield?

Mr, BLACK of Texas., No. I regret I have only five min-
utes, and the gentleman from Iowa has been very technical this
afternoon in regard to time.

Mr. GREEN of Iowa. Oh, no.

The CHAIRMAN. The gentleman from Texas declines to
yield.

AMr. BLACK of Texas. The proposition that I make is this:
The House, having voted by a majority vote in favor of taxing
income from these securities in 1918, ought now to adopt my
amendment and put the precise question up to the Supreme
Court of the United States for a final decislon,

There is no man in this House who has a more profound re-
spect for the Supreme Court than I, and if that great court had
ever passed upon this precise point and had ruled that Congress
was without the power to levy this tax, then I would not again
submit it fo the House. I would recognize, of course, that the
only way to cure the situation was by a constitutional amend-
ment. But there is not a Member of this House who can fairly
and justly argune that the precise question has ever been decided
by the Supreme Court.

Now, in the debate in 1918, the gentleman from Illinois [Mr.
RAaINEY] had this to say, found on page 10374 of the CoNGRES-
SIONAL RECORD ;

Mr. Chairman, I have no hesitancy in submitting this question to the
Bupreme Court of the United States,

And then the gentleman from Ohio [Mr. LoNeworTH], who is
now the majority leader of the House, made a speech opposing

Mr. Chalrman, will the gentleman

the amendmient offered by the gentleman from Virginia, Gover-
nor MoxTasvg, who sought to strike out the provision from the
bill. The present majority leader made a vigorous speech against
the adoption of the amendment, in which he said:

Mr. Chairman, I rise in opposition to the amendment offered by the
gentleman from Virginla [Mr. MosTAGUR].

It seems to me that there is quite a distinct difference, a very sharp
difference, between our right to tax the income of munleipal bonds
already outstanding and our right to tax those which shall be issued in
the future. I myself have very little doubt that we have the power to
put a tax on the income of bonds hereafter to be fssued,

Thus spoke Mr. LoNGworTH on September 16, 1918. I do not
agree with him that there is any distinction whatever in the -
power of Congress to tax the income from these bonds issued
after the passage of the act over those issued before the passage
of the uct. The power of Congress in each case would be just
the same. I do agree with him, however, that we do have the
power to tax such income, and therefore I urge the adoption of
my amendment.

The CHAIRMAN (Mr, Saxpees of Indiana).
the gentleman from Texas has expired.

Mr. GREEN of Iowa. Mr, Chalrman, I move that all debate
on this amendment eclose in 10 minutes,

The CHAIRMAN. The gentleman from Towa moves that
all debate on this amendment close in 10 minutes.

Mr. FREAR rose.

The CHAIRMAN. The Chair recognizes the chairman of the
committee to make the motion,

Mr. FREAR. WIill the Chair recognize me?

The CHAIRMAN. The gentleman from Iowa moves that all
debate on this amendment close in 10 minutes.

Mr. GREEN of Iowa. Yes; In 10 minutes.
cussed over and over again.

Mr. FREAR. Mr. Chairman, I move an amendment—that it
be made 20 minutes,

The CHATRMAN. The gentleman from Wisconsin moves to
amend the motion of the gentleman from Jowa. and make it
20 minutes. The question is on agreeing to the amendment
offered by the gentleman from Wisconsin.

The question was taken, and the Chairman announced that
the noes seemed to have it.

Mr. FREAR. A division, Mr. Chairman.

The CHAIRMAN, A division is demanded.

The committee divided; and there were—ayes 90, noes 69,

So the amendment was agreed to.

The CHAIRMAN. The question recurs on the motion of the
gentleman from Iowa as amended.

The motion of Mr, GReEEN of Iowa as amended was agreed to.

Mr. FREAR. Mr. Chairman——

The CHAIRMAN. The gentleman from Wisconsin is recog-
nized for five minutes.

Mr. FREAR. Mr. Chairman, I wish to assure the House
that I do not care to delay its proceedings, but on a matter of
this importance it is folly to cut off discussion in 5 minutes
or 10 minutes, and that is the reason why I insisted upon the
extension of the time ior discussion. It is like the right of
petition, and we insist upon it,

I do not Intend to discuss what we have talked over from
my viewpoint, because I think the House understands quite
clearly that practically all of he argument made on either side
thus far for the cutting down of the surtax on these very
enormous incomes is based on the ground that if we do not do
this the incomes will be placed in tax-free securities as one of
the methods of tax escape. That is a good argument, and it is,
to an extent, followed by the statement which I have inserted
in the Recorp of the man who tried the only case that is
claimed to be decisive but which was only obiter dicta, the case
of Evans against Gore. He says this question of tax-free
securities, as we all know, was never tried and never deter-
mined by the court. That ecase related solely to judges'
galaries. In addition to that there is the brief of Judge Cor-
win, which is a remarkeble brief and covers all the eases affect-
ing the guestion of taxab™» cecurities. If, with all of {iese
facts before us, we can not say to the Supreme Court, * Decide
the question fairly,” then I say frankly we are begging the
gquestion. If these incomes are bheing placed in tax-free se-
curities—and we know they are—let us have the court decide
the question and decide It squarely.

The gentleman from Texas [Mr. MansrFr said to me
yesterday, “ When we sold our bonds in Texf#is we put that
condition in them, and they knew they were to pay taxes"
That being so, people understand generally that the sixteenth
amendment to the Constitution meant what it said; that it
gave power to tax Incomes from whatever source derived. X

The time of

It has been dis-
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that was so, then they at that moment taxed all the incomes
under laws enacted by Congress, and that being true, no one
can complain to-day when buying any kind of a security,
whether it be a sewerage security, a highway security, or what-
ever it may be. They can not complain, because they bought
with full knowledge under the law.

We say, of course, we are not going to tax securitles; we can
not touch them, and we do not want to; we want to tax the
income of the people who to-day are able to evade their just
taxes, and those most violent in attacking these tax evaders
are now helping them to escape.

My good friend from Texas [Mr. Brack] has put into this
bill a hetter proposition than I had, for he exempts from taxa-
tion $5,000 to every holder. It is right he should do that.
I do not believe the Supreme Court will turn down this propo-
sition when once fairly presented, but let us give the court a
chance, especially, ag I said the other day, when it involves
$20,000,000,000 in securities which affords an avenue of escape
from payment of taxes through tax-free securities.

Mr. OLIVER of New York rose.

The CHAIRMAN. For what purpose does the gentleman
from New York rise? Is the gentleman in favor of the amend-

r opposed to it?
m?;}'. ?)LI%DF?R of New York. I am opposed to the amendment.

The CHAIRMAN. The gentleman from New York is recog-

n tion to the amendment.

m?;i.{r!. iOI?I%pI?}% of New York. Mr. Chairman, I am against this
amendment on the same principle that T was against the con-
stitutional amendment recently defeated in the House. I
have introduced a proposed constitutional amendment giving
the Federal Government the power to lay and collect taxes on
{ncome derived from all Government securities. My amend-
ment reads as follows: :

EEcTioN. 1. Congress shall have power to lay and collect taxes on
fncome derived from securities issued after the ratification of this
article by or under the authority of any State, but without diserimi-
nation against jncome derived from such securities and in favor of
income derived from securitles issued after the ratification of this
article by or under the authority of the United States or any other

ate.

StSEC. 2, Congress shall provide that moneys ecollected under said
power from the income derived from securities issued by any State or
gubdivision thereof shall be returned to the Btate or subdivision which
{ssped the securities and that all moneys collected from the income
derived from securities issued by the Government of the United States
ghall be paid into the Treasury thereof.

Section 2 of the bill provides that the Federal Government
shall give back to the States, cities, towns, and villages every
dollar's worth of tax collected from the income of any State,
city, town, or village bond, on the theory that by that method
we would put every income, from every source whatever, under
a Federal income tax law, but give back to the States, cities,
towns, and counties, which must raise their interest rate be-
cause of a taxation policy, every single dollar the Federal
Government collects.

The vice of the bill proposed by the committee, on which we
voted some time ago, was that it proposed, by a process of
retaliation, to bring about justice between the States and the
Federal Government. But retaliation never brought justice
and ecan never bring anything but strife. The committee bill
read as follows:

BecTio¥ 1. The United States shall have power to lay and collect
taxes on Income derived from securities issued after the ratification
of this article by or under the authority of any State, but without
discrimination against income derived from such securities and in
favor of income derived from securities issued after the ratification of
this article by or under the authority of the United States or any
other Btate,

Sgc, 2, Each State shall have power to lay and collect taxes on
income derived by its residents from securities issued after the ratifi-
cation of this article by or under the authority of the United States,
but without diserimination against income derived from such securities
and in favor of income derived from securities issued after the ratifi-
cation of this article by or under the authority of such State,

The fallacy of that plan is that in endeavoring to put all citl-
zens on an equality before the income tax laws it created the
greater evil of putting State and local government at the mercy
of the Federa vernment. The power given to the State gov-
ernments to retaliate on the Federal Government would never
be used in time of war, and I do not think, since but a few
States have income tax laws, that it is a power equal to that
conferred on the Federal Government. Now, the proposition is

contained in the amendment offered by the gentleman from

Texas [Mr, Brack] to permit the Federal Government to keep
all the tax it collects, even though local government is made
more expensive by the power to tax. He proposes to tax the
Income from all State and city bonds and give the whole thing
to the Federal Government. I do not see why States, cities, and

' towns should pay a subsidy to the Federal Government. The

report of the Committee on Ways and Means advocating their
consti_tutional amendment said that they proposed to tax State
and city bonds because the States, cities, towns, and counties
are living on a subsidy from the Federal Government due to
tax exemption of their securities, and they proposed to make the
States pay a subsldy to the Pederal Government for all time
In order to cure that evil, I am against that, and T am going
to offer this proposal at the proper time to the platform com-
mittee of the Democratic Party as the only fair method of
solving the fax-exempt income evil: in other words, I do not:
belleve there is any other method except by making the Federal
Government a collection agency for the States.

Mr. LAGUARDIA. Will the gentleman yield?

Mr. OLIVER of New York. Yes.

Mr. LAGUARDIA. Would not the gentleman’s amendment
destroy the marketability of municipal bonds and also increase
the rate of interest?

Mr. OLIVER of New York. No; but I perfectly agree with
the gentleman that there is going to be some evil in it, but
not as much as he suggests, but whatever evil there is will be
corrected in the greatest degree by returning to the States, cities,
and towns every dollar of tax collected. The Federal Govern-
ment would not be collecting all the taxes and spending them
for Federal purposes when the people of the States and cities
are themselves financing their investments at a higher rate be-
cause of the Federal tax. 1 voted against the committee bill
largely for the reason that the committee bill did a gross injus-
tice to local government.

Mr. LAGUARDIA. Does not the gentleman believe that
with the development of public utilities by municipalities which
must take place in the next 10 or 15 years to destroy these
exploiting public-service corporations, it would be better to
leave it as it is?

Mr. OLIVER of New York. It might be, but I suggest this
amendment because of the great vote, almost a two-thirds
vote for the committee bill in the House recently. If they are
going to carry through a tax-exempt amendment—and all in-
dications show that some day they will succeed—we have
got to carry through a sensible one that does the minimum of
harm to the State and city governments,

The object to be obtained is to bring the income of every
citizen under one uniform tax law, the Federal income tax law.
There is no need to change the relation between State and
Federal Government in order to accomplish this simple object.
The object ean be secured as I have suggested. The evil it
will do to State and local government is very small. Whatever
tax is collected they will receive as compensation for the rise in
interest rate on their bonds. No system is perfect. No system
is without evil, but the plan I have suggested can be adopted
with little or no financial loss to any government and with no
gain to either State or Federal Government at the expense of
each other. State sovereignty will be preserved under my plan
and the Federal Government will receive the revenue collected
from a tax on the securities which the Federal Government
issues. Thus, no citizen escapes the payment of his tax, no
State or local government is made subject to the Federal Gov-
ernment. My plan gives the Federal Government the power to
tax without the power to destroy.

Mr, LITTLE. Mr. Chairman, I move to strike out the last
word. [Applause.]

The CHAIRMAN. The gentleman from Kansas is recognized.

Mr. LITTLE. Mr, Chairman and gentlemen, I do not know
of any more desperate situation in this country than the
ability of men of great fortunes to escape paying taxes. I am
sorry to hear the distinguished Chairman object to further
consideration of the question. I do not know of anything we
have in our minds that more needs discussion. Every subject
that has been before us this week has been discussed over and
over many times. I hope you will keep on discussing this until
somebody evolves a method of meeting it, and that it will not
be stopped by any point of order. I heard somebody remark
a moment ago that the discussions did not bring anything new.
I ran across some facts—and I think a few facts will not hurt
this discussion, elther—about:the English method of collecting
taxes. I find that the Guinness brewery in 1921 made
£76,000,000 in profits. The Government collected $60,000,000
and more of excise and license duties and $7,000,000 of income
and excess profits taxes, a total tax of $67,794,000. Those
people had just $7,583,000 left out of a total of $76,374,000.
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Mr. LAGUARDIA. What year?

Mr. LITTLE. 1921. This was a total of $67,000,000 col-
lected out of $76,000,000.

Mr. LAGUARDIA. Will the gentleman yield?

Mr. LITTLE. Excuse me, I can not yield now. That left
$7,000,000. The tax paid out in that case was 90 per cent.
The people retained about 10 per cent of their income. What
are these people crying about that pay the taxes we have
heard of in the last week. We do not know how to collect
taxes, and I hope the discussion will go on until we have a
chance to find out a way.

You can now begin to pay your income taxes or get ready
to pay inheritance taxes when you are dead. Will you pay now
or leave it to your children to pay? This question has got
to be solved, gentlemen, some way or other, and if you men
ean not pay your taxes alive, you can pay them when you are
dead.

We now levy a 50 per cent inheritance tax, 25 per cent here
and 25 per cent in some of the States. They can take half
you have now in that way. Why do you not prefer to pay
your income tax now?

I should think any ordinary citizen, any brilliant genius of
finance, would rather pay a good, stiff income tax each year
than to pay an enormous inheritance tax after he is dead.

On page 2442 of the ConNgrEssIONAL Dainy Recorp of Feb-
ruary 14, 1924, the gentleman from New York said that under
the Mellon plan the total tax reduction would be $233,000,000;
that of this tax reduction only 3 per cent would go to incomes
of over $100,000. Three per cent of $233,000,000 is 87,000,000
in round numbers. The gentleman from New York thus in-
dicates that those paying taxes on incomes of over $100,000
will gain $7,000,000 a year if the Mellon plan goes into effect.
If it goes into effect, their surtax is reduced by 50 per cent.
If $7,000,000 is 50 per cent of the surtax they pay, the total
surtax they pay is $14,000,000 in round numbers, but their
surtax is 50 per cent of their total income, and therefore
their total income is about $28,000,000 a year. If we estimate
that they have been making a 10 per cent income on the capital
they have invested, that capital would be approximately $280,-
000,000. That is a fair and reasonable estimate. They wish to
be protected hereafter so that they will only pay a $7,000,000
surtax on a probable investment of $280,000,000 here in America.
Similar people in England pay $67,000,000 in taxes on a $76,-
000,000 income. They pay 90 per cent in England as compared
with 25 per cent in this country if this bill had become a law
as reported by the committee.

If we had applied the English law to those $28,000,000 ad-
mitted taxable incomes, we would have collected $25,200,000,
instead of only $7,000,000. It does seem to be much harder to
s(queeze the American eagle than the English pound sterling,
g0 the Englishmen borrow our money to take care of their
goldiers and big money says, “ The war is over. Discontinue
the war taxes.” Yes; the war is over for the present, but
the war debts are not. “ The tumult and the shouting dies,
the captains and the kings depart,” but the $20,000,000,000
debt is still unpaid and can only be paid by the taxes of this
country. An immense portion of these great fortunes was
made during the Great War while the boys were at the front.
A too great proportion was made by dishonest profiteers who,
equally dishonest in peace or war, now seek to avoid paying
their just debt to the Government. The crippled soldiers are
still discharging their war debts.

The gentleman from Massachusetts told us the other day
that you can not tax anything that can run away. The crip-
ples can not run away, and the mortgage the war put on them
is still a lien. There were many great incomes present after the
war, and the principal reason they do not appear on the tax
records is because their owners are perjured scoundrels. If
we place them in the penitentiary, they will not run away and
we will collect those taxes. There is no man in this House who
believes that those great fortunes are all in tax-exempt securi-
ties, Those men have become outlaws in this land and long
since ceased to be entitled to any consideration from the tax
collector and the sheriff.

The gentleman suggested that I advocated the doctrine of
force. Why, certainly. I go further. I advocate the doctrine
of confinement until the goods are delivered in the Treasury.
Gentlemen, let us apply the ordinary principles of common sense
and justice to dishonest men who seek to evade the law and
take advantage of its technicalities, which give no aid for the
goldiers’ families. We must teach these men a higher code of
honor. There is no better protection for their wealth and for
this great Nation than the demonstration by the Republic that
it is determined its soldiers shall kave just and generous con-

sideration. This Congress should definitely determine that the
soldiers of this country stand higher in its esteem than the -
money changers,

The lessons of the last five years, the lessons of the war,
should teach every man that the world has changed tremen-
dously as a result of this Great War. People are no longer
standing saddled and bridled to be ridden by wealth and power.
Hereafter great majorities, not great wealth, will rule. See
that you learn that fact before it Is too late, before 80 per cent
inheritance taxes have been utilized to pay off the war debts of
this country. My views on this subject have not changed since
May 29, 1917, when I made a very brief speech here on the tax
bill then under discussion, which I shall probably republish in
the same pamphlet in which this little talk will appear.

Patriotism, honor, and valor are the bulwark of this Nation,
not money bags. The world is almost at peace, but in the
silent watches of the night when the rains are on the roofs
you can still hear in the distance the beat of muffled drums to
which march with measured tread those who are dead already
and those who are yet to die for this great Republic.

Mr. GREEN of Iowa and Mr. CELLER rose.

The CHAIRMAN. The gentleman from Iowa, chairman of
the committee, is recognized.

Mr. GREEN of Towa. Mr. Chairman, this Is a subject that
a few days ago we devoted several hours to and by a very de-
cided majority voted down. This is submitted in just a little
different form. The gentleman from Texas talked about my
being technical. I have been, as I have always been with
all Members of the House, more than fair, and have given them
this time when they are not entitled to anything here, because
it has already been submitted.

Now, gentlemen, what Is this proposition? It is simply a
proposition in defiance of the law of the United States as it
stands to-day, in defiance of the faith and credit extended by
the several States, to proceed to put a tax not only upon all
State and municipal securities that are to be issued in the
future but also upon all those that have been heretofore issued.

Mr, CONNALLY of Texas. Will the gentleman yield? I am
with him on this proposition,

Mr. GREEN of Iowa. Yes.

My, CONNALLY of Texas. How much does the gentleman
from Iowa calculate we would raise the interest rate on these
securities issued in the future if we adopted this amendment?

Mr. GREEN of Iowa. Let me fell the gentleman just what
effect it would have. It would raise the rate, I do not know
just how muech, but a certain percentage on all the issues for
the next two years, until the case got before the Supreme
Court and had been decided against them. Then it would
bring in nothing to the Government, and all the money col-
lected would have to be refunded, and the only result would be
that the States and municipalities who had issued the securities
would have to pay, in the meantime, an additional rate. If
any of you gentlemen on that side want to vote for that propo-
sition, you can do so.

Mr. BLACK of Texas. Will the gentleman yield?

Mr. GREEN of Iowa. Yes.

Mr. BLACK of Texas., Did not the gentleman oppose the
amendment of the gentleman from Virginia [Mr. MoNTAGUE]
to strike it out in 19187

Mr. GREEN of Iowa. To strike what out in 19187

Mr. BLACK of Texas. To strike out a provision taxing the
interest from State and municipal securities. Was the gentle-
man not one of those who opposed the amendment ?

Mr. GREEN of Iowa. Let me ask the gentleman a question.
The gentleman stated awhile ago that this was in the 1918 law.
The gentleman had better read the 1918 law, because there is an
express provision in that law exempting them.

Mr. BLACK of Texas. I said it was in the 1918 bill as it
passed the House, but it did not pass the Senate,

Mr. GREEN of Iowa. Of course, it did not pass the Senate.

Mr. BLAOK of Texas. It passed the House and the gentle-
man voted for it. [Applause.]

Mr. GREEN of Iowa. But wait a moment. What was the
gituation at that time? Had the case of Evans against Gore been
decided by the Supreme Court at that time? The gentleman
knows it had not. The case that covers this matter had not
been decided at that time.

Mr. FREAR. Will the gentleman yield? The gentleman who
tried that case in the Supreme Court says it did not decide it
and that it was obiter dicta and had no relation to it.

Mr. GREEN of Iowa. The gentleman from Wisconsin has
made that statement so many times that I suppose he believes it.

Mr. FREAR., That is the reason I am citing it to the gentle-
man. /
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Mr. GREEN of Jowa. The gentleman has clted as his au-
thority the man who tried that case and lost it when he ought
to have won it. If that suits him as an authority, very well
_ Mr. FREAR. It was on a different principle involved, en-
tirely. ;

Mr. CELLER. Mr. Chalrman—

The CHAIRMAN. There is one minute remalning and the
gentleman from New York Is recognized for one minute.

Mr. CELLER. Mr. Chalrman and gentlemen of the com-
mittee, I do, indeed, admire the enthuslasm and persistence of
the gentleman from Wisconsin [Mr. FreAr] and the gentleman
from Texas [Mr. Brack], but I am afrald that enthuslasm
and that persistence is entlrely misguided. We wonld, indeed,
stultify ourselves if we would adopt this amendment, the prin-
ciple of which was denounced by the Supreme Court of the
United States, and it is idle for us to keep arguing and talking
about this gquestion over and over again. We get nowhere
whatsoever. I say to the gentleman from Wisconsin that it
was not obiter dicta with reference to the decision of Evans
against Gore. That case squarely decided the proposition that
within the realm of the sixteenth amendment you could not
tax, and this body had no power to tax, any new or excepted
gubjects, subjects which the Congress had not power to tax
before that decision, and just as Congress could not cause a
diminution of the salary of a Federal judge, Congress could
not tax the instrumentalities of a State, such as the income
from tax-exempt securities.

The CHAIRMAN. The question is on the amendment offered
by the gentleman from Texas [Mr. Brackx].

The question was taken; and on a division (demanded by Mr,
Brack) there were—ayes, 47, noes 115.

So the amendment was rejected.

Mr. NEWTON of Minnesota. Mr. Chairman, I move to
gtrike out the last word. Section 213 provides for taxing the
salary of the President of the United States and varlous Fed-
eral judges. No provision is made that it is to apply only to
those who have taken office following the enactment of the law
making their income subject to the tax.

Mr. GREEN of Iowa. I will say that it is the same as the
present law, and of course it dates back to the enactment of
the present law and applies to those appointed since.

Mr. NEWTON of Minnesota. BSo if is necessary if the judge
was appointed before February 24, 1919, when the provision
was first enacted, for him to make an express clalm for ex-
emption on the ground that the tax constitutes a diminution of
his salary.

Mr. GREEN of Iowa. Yes.

Mr. NEWTON of Minnesota. I want to make another ob-
servition in reference to the case of Hvans v. Gore (253 U. 8.).
It is established by Evans against Gore in the majority opinion
that the taxing of the salary of a Federal Judge who was in office
when the law is passed is a diminution of that salary, and there-
fore in violation of section 1 of Article III of the Constitution.
There can be no question about that. Now, then, section 1 of
Article II of the Constitution of the United States provides that
the salary of the President of the United States shall neither be
diminished nor increased during his term of office. If the tax-
ing of the income of the President Is a diminution of his salary,
then it would appear to follow that a reduction In the tax dur-
ing his term is an increase of the salary in accordance with the
majority opinion of the Supreme Court in Evans against Gore.

I merely call it to the attention of the House. The dissent-
ing opinion of Judge Holmes and Judge Brandeis seems to me
to be more logical and better law and more in keeping with the
situation. If anyone should raise the question after this re-
duetion becomes law, it seems to me the court would have dif-
ficulty in not holding that the reduction was in a constitutional
sense an increase in the salary of the President of the United
Btates duaring the period for which he was elected.

Mr. GREEN of Iowa. I do not agree with the gentleman,
and if I did it would not make any difference as to the pro-
visions in this paragraph.

Mr. NEWTON of Minnesota. My purpose was to make an
additional comment on the decision in Evans against Gore with
which, as the House knows, I have not been in accord.

Mr. LAGUARDIA, Mr. Chairman, I move to strike out the
last two words. With reference to taxing the salary of United
States judges, I want to say that it is about time that we
gave the Federal judges a decent llving salary instead -of
taxing and taking away a part of the measly salary that they
get now. In New York Clty we pay the judges of the supreme
court $17,500.

Mr. CELLER. And they are asking for $25,000. -

Mr. TAGUARDIA. Yes; and they are worth it. You get
an honest, independent judge and he is worth $25,000. I hope
to see the time that the House will give very serious con-
slderation to giving the Federal judges a reasonable and suffi-
clent salary. Pay the Federal judges a decent salary and
g‘e l;ml;y get the right kind of an independent man to take

e job,

Mr. ENUTSON, Will the gentleman yield?

Mr. LAGUARDIA. Yes.

Mr. KNUTSON. Is the gentleman trying to build up a tax-
exempt class in this country?

Mr. LAGUARDIA, Oh, no; the gentleman knows I would
not advoeate that.

The Clerk read as follows:

(b) The term * gross Income'' does not include the following Items,
which shall be exempt from taxation under this title:

(1) The proceeds of life insurance policies pald upon the death of
the insured;

(2) The amount received by the insured as a return of premium or
premiums paid by him under life insurance, endowment, or annulty
contracts, either during the term or at the maturity of the term men-
tioned in the contract or upon surrender of the contract;

(8) The value of property acquired by gift, bequest, devise, or
descent (but the income from such property shall be included in gross
income) ;

(4) Interest upon (A) the obligations of a State, Territory, or any
political subdivision thereof, or the District of Columbia; or (B) securi-
ties issued under the provisions of the Federal farm loan act, or under
the provisions of such act as amended; or (C) the obligations of the
United States or its possessions. Every person owning any of the
obligations or seenrities enumerated in clause (A), (B), or (C) shall,
in the return required by this title, submit a statement showing the
nuinber and amount of such obligations and securities owned by him
and the income received therefrom, in such form and with such Informa-
tion as the commissioner may require. In the case of obligations of
the United Btates issued after September 1, 1917 (other than postal
savings certificates of deposit), the interest shall be exempt only if and
to the extent provided In the respective acts authorizing the issue
thereof as amended and supplemented, and shall be exeluded from gross
income only if and to the extent it is wholly exempt to the taxpayer
from income taxes;

{5) The income of foreign governments received from investments
in the United States in stocks, bonds, or other domestic securities,
owned by soch forelgn governments, or from Interest on deposits in
banks in the United States of moneys belonging to such foreign govern-
ments, or from any other source within the United States;

(6) Amounts received, through accident or health insurance or under
workmen's compensation acts, as compensation for personal injurles or
sickness, plus the amount of any damages received whether by suit or
agreement on account of such injurles or sickness;

(7) Income derived from any public utility or the exercise of any
essential governmental function and accruing to any State, Territory,
or the District of Columbia, or any political subdivision of a State or
Territory, or income accruing to the Government of any possession of
the United States, or any political subdivision thereof.

Whenever any State, Territory, or the District of Columbia, or any
political subdivision of a State or Territory, prior to September 8, 1016,
entered in good faith into a contract with any persom, the object and
purpose of which is to acquire, construct, operate, or maintain a publie
utility, the tax upon the income from the operation of such publie
utillty shall be eollected and paid in the manner and at the rates pre-
geribed in this title; but there shall be refunded to such State, Terri-
tory, or political subdivisien thereof, or the Distriet of Columbia, under
rules and regulations to be prescribed by the commissioner, with the
approval of the Secretary, a part of such tax equal to the amount by
which the share of the income from the operation of such publie utility
acerning to such State, Territory, or polltical subdivision thercof, or the
District of Colnmhbia, was reduced by the imposition of such tax;

(8) The income of a nonresident alien or foreign corporation which
consists exclusively of earnings derived from the operation of a ship
or ships documented under the laws of 4 foreign country which grants
an equivalent exemption to citlzens of the United States and to cor-
porations organized in the United States;

(9) Amounts received as compensation, family allotments and allow-
ances under the provisions of the war risk insorance and the voca-
tional rehabilitation acts, or as pensions from the United States for
service of the beneficiary or another in the military or naval forces of
the United States in tlme of war;

(10) The amount received by an individual before January 1, 1927, as
dividends or interest from domestic building and loan associations, sub-
gtantially all the business of which is confined to making loans to mem-
bers, but the amount excluded from gross income under this paragraph
in any taxable year shall not exceed $300;
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(11) The rental value of a dwelling house and appurtenances thereof
furnished to a minister of the gospel as part of his compensation ;

(12) The receipts of shipowners' mutual protection and indemnity
associations, not organized for profit, and no part of the net earnings of
which inures to the benefit of any private shareholder; but such eor-
porations ghall be subject as other persons to the tax upon their net
income from interest, dividends, and rents;

(13) In tbe case of an individual, amounts distributed as dividends
to or for his benefit by a corporation organized under the China trade
act, 1022, if, at the time of such distribution, he is a ecitizen of China,
resident therein, and the equitable right to the income of the shares of
gtock of the corporation is in good faith vested in him.

Mr. McKEOWN., Mr. Chairman, I offer the following amend-
ment.

The Clerk read as follows:

Page 88, line 15, after the semicolon, insert a new section as fol-
lows: 25 per centum of all incomes derived from cheap sanitary dwell-
ings rented to families having more than two children under 16
years of age: Provided, That two-thirds of the apartments in such
dwelling must be used for housing families having children.

Mr. McKEOWN. Mr. Chairman and gentlemen of the com-
mittee, this amendment may seem to you rather strange. I
have no place in my distriet that it applies to, and I have no
constituent that would be benefited by it. I want to call the
attention of Congress to the great necessity now existing in
the United States for sanitary cheap dwellings for workmen
with families. One of the great troubles is that a man with a
family can not find a place to live, either within reach of his
means or he is barred because he has children. Now there is
nothing socialistic in this proposition, because for years it has
been the law in other countries that the people who have money
to invest have been encouraged by tax exemption to invest in
buildings of this character. It is needed in the great cities
in this ecountry, and the language used, * sanitary cheap dwell-
ings,” will cover apartments. I do not want any man to secure
25 per cent allowance on an income because he could rent one
apartment in his apartment louse, but he must let at least
two-thirds of the tenement to families having more than two
children. Perhaps you think it is rather novel, but you have
not given attention to it. I say to you now that the great need
in this country to-day is the housing of people of small means
as well as those of medium, One-third of every dollar paid out
in Washington by the Government goes to the landlords.

If you want to know how much money is spent in Wash-
ington for rents, just take the amount of money that -is paid
in salaries in this city, and you will find that one-third of it
goes to the landlords. Rents throughout the country have
gone up 80 per cent since 1917. This matter is no light mat-
ter. We are here to legislate for the benefit of all of the
people of the country, and I say to you that you let the people
of the country, who are unable to protect themselves, live in
tenement houses from which come boys growing into man-
hood, who have no chance in life, and conditions that grow
some citizens who may cause a great deal of trouble in this
country. They have no chance; they are growing up under
environments which are likely to make them dangerous citi-
zens, Yet we sit here in the Congress and pay no attention
to it. You may vote down this amendment promptly, because
it has not had the consideration of the committee. Yet the
language of the amendment is drawn from the law as it is
in effect in other countries where it has proven of great
benefit. I am asking that you make this exemption, not
that T know of a single instance where it will apply, but
as an inducement to philanthropic men, to men of great,
wealth, to construct these buildings so that these people can
have a place in which to live.

Mr. BOYLAN. Mr. Chairman, will the gentleman yild?

Mr. McKEOWN. Yes.

Mr. BOYLAN. I am in thorough sympathy with the amend-
ment proposed by the gentleman, but I think there should be
a more complete definition or restriction. For instance, the
gentleman should specify what he means by * sanitary” and
what he means by “cheap.” I think he should put a limit
upon the total value of the building. In the city of New
York we have exempted buildings to a certain extent, I think
there would be a limitation placed upon the value of each
building.

Mr. McKEOWN. In reply to that, I might say that the
gentleman now touches upon one thing that is a great wrong
in respect to our laws to-day. Instead of writing down plain,
everyday language so that everyday American citizens may
understand what we mean, go the courts can understand what
we mean, we undertake to enter the realm of definitions.

The CHATRMAN. The time of the gentleman from Okla-
homa has expired.

Mr. McKEOWN. Mr. Chairman, I ask unanimous consent
to proceed for two minutes more.

The CHATRMAN. Is there objection?

There was no objection.

Mr. MCKEOWN. HEvery man in this House knows and every
citizen in this country knows what a cheap house i3, and
what a sanitary house is. We write too many statutes with
too many definitions in them, until it is so that nobody can
tell, layman or court, what we mean by our language. If we
would simplify the language in which we write our laws we
will get along very much better.

Mr. BOYLAN. Mr. Chairman, will the gentleman yield?

Mr. McKEOWN. Yes.

Mr. BOYLAN. I am in thorough sympathy with the amend-
ment of the gentleman, but I would like to see it couched In
such language that it will be productive of some good.

Mr. McKEOWN. This is the language that is used in other
statutes. It is also similar te the language used in the French
act, which went into effect many years ago. Of course I take the
gentleman's suggestion seriously. If one wanted to go to work
and draw a bill embodying this idea, one could very well do so.
but this is a simple exemption of 25 per cent on the incomes of
men who will invest their money in sanitary, cheap houses for
persons with children. It is a shame that in the city of Wash-
ington one ecan not get a place for himself and family for no
other reason than that there are children in the family. Get
out and fry to get an apartment, and the first question that will
be asked will be how many children you have. If you have any,
you are barred. That ought not to be permitted in Washington
or in any ofher place. [Applause.]

Mr. GREEN of Towa. Mr. Chairman, I sympathize with the
purpose of my friend from Oklahoma, but I think the House will
take him at his word and vote this amendment down very
quickly and promptly. The fact of the matter is that, outside
of the merits of the question, the amendment offered by the
gentleman is absolutely impossible of administration. There
is no way of determining whether it be a cheap house or a
sanitary house. If there was, it would draw an unfair com-
parison between that and more expensive dwellings. 5

Mr. CHINDBLOM. That would not be any harder than to
defermine the ecapital investment of a farmer or a small mer-
chant.

Mr. GREEN of Towa.
over.

Mr. BOYLAN rose.

Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con-
sent that all debate upon this amendment and all amendments
thereto close in five minutes,

The CHAIRMAN. Is there objection?

There was no objection.

Mr. BOYLAN. Mr. Chairman, I think this is a really serious
amendment, and that it should not be shouted down by merely
saying that it is not serious. What is closer to us than te
provide for housing conditions? First we must have food and
clothing, and necessarily that must be followed by proper hous-
ing conditions. In the city of New York we have endeavored
to solve this problem by providing an exemption in respect to
the cost of buildings to a certain amount Iin order that addi-
tional facilities might be provided and in order that encourage-
ment might be given to building. The greatest asset to the
country to-day i8 the children of the country. [Applause.]
Why should we not cater to anything or any means to bring
about better living conditions for the children of these United
States? Why not have cheap sanitary dwellings, providing that
families with children should have the preference? What
greater incentive could be given to eapital than an exemption
of this kind? This is a serious proposition, and I believe that
the amendment should prevail. It will show that we are in
favor of helping the main bulwark and asset of our civiliza-
tion in this country, and it would tend to create a better citi-
zenship as these children grow up. The amendment is humane,
and to my mind it is germane to the bill now under discussion.
Nothing better could bhe done than to adopt this splendid, hu-
manitarian amendment proposed by the gentleman from Okla-
homa. [Applause.]

But that question has been passed

The CHAIRMAN. The question is on the amendment of-
fered by the gentleman from Oklahoma.

The question was taken; and on a division (demanded by
Mr. McKeowN) there were—ayes 76, noes 84.

The CHAIRMAN. The Clerk will read.

Mr. McKEOWN, Mr. Chairman, I ask for tellers.
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The CHATRMAN. The gentleman is within his rights.
Does the gentleman ask for tellers?

Mr. McKEOWN, Yes.

he CHATIRMAN, Tellers are demanded.

Tellers were ordered, and the Chair appointed Mr. McKEOWN
and Mr. GreEx of Iowa to act as tellers.

The eommittee again divided; and the tellers reported—ayes
71, noes 108,

So the amendment was rejected.

The OHAIRMAN. The Clerk will read.

The Clerk read as follows:

DEDUCTIONS ALLOWED INDIVIDUALS,

€rc. 214, () In computing net income there shall be allowed as
deductions :

(1) All the ordinary and necessary expenses paid or incurred during
the taxable year in carrying on any trade or business, including a
reasonable allowance for salarles or other compensation for personal
gervices actually rendered; traveling expenses (including the entire
amount expended for meals and lodging) while away from home in
the pursuit of a trade or business; and rentals or other payments
required to be made as a condition to the continued use or possession,
for purposes of the trade or business, of properiy to which the tax-
payer has not taken or is not taking title or'in which he has no eguity;

Mr. JACOBSTEIN. Mr. Chairman, when shall I have the
right to offer an amendment? :

The CHAIRMAN. The gentleman will have the right to
offer an amendment to that paragraph at the end of the read-
ing of the paragraph, namely, at the end of the section num-
bered as (a) on page 43. ’

Mr. JACOBSTEIN. I can offer it at that time as if it were
offered after the paragraph?

The CHAIRMAN. Yes; that is correct. The Clerk will
proceed with the reading.

The Clerk read as follows:

(2) All interest paid or accrued within the taxahle year on in-
debtedness ;

(3) Taxes paid or accrued within the taxable year, except (A)
income, war-profits, and excess-profits taxes imposed by the aunthority
of the United States, (B) so much of the income, war-profits, and
excess-profits taxes imposed by the authority of any foreign country
or possession of the United States as is allowed as a credit under
section 222, (C) taxes nssessed against local benefits of a kind tending
to increase the value of the property assessed, and (D) taxes imposed
upon the taxpayer upon his interest as shareholder of a corporation
which are paid by the corporation without reimbursement from the
taxpayer. For the purpose of this paragraph, estate, inheritance,
legacy, and succession taxes accrue on the due date thereof, execept
as otherwise provided by the law of the jurisdiction impesing such
taxes;

(4) Losses sustained during the taxable year and not compensated
for by insurance or otherwise, if incurred in trade or business;

(5) Losses sustained during the taxable year and mnot compen-
sated for by insurance or otherwise, if incurred in any transaction
entered into for profit, though not connected with the trade or busi-
ness: but in the case of a nonresident alien individual only if the
profit, if such transaction had resulted in a profit, would be taxable
under this title. No deduction shall be allowed under this paragraph
for any loss claimed to have been sustained in any sale or other dis-
.position of shares of stock or securities where it appears that within
80 days before or after the date of such sale or other disposition the
‘taxpayer has aecquired (otherwise than by bequest or inheritance)
or has entered into a contract or option to acquire substantially
4dentical property, and the propeﬂy 80 acquired s held by the tax-
payer for any period after such sale or other disposition. If such
_acquisition or the contract or option to acquire is to the extent of
part only of substantially identical property, then only a proportionate
part of the loss shall be disallowed ;

(6) Losses sustained during the faxable year of property not con-
nected with the trade or business (but In the case of a nonresident
.alien individual only property within the United States) if arising from
fires, storms, shipwreck, or other casualty, or from theft, and if not
compensated for by insurance or otherwise. The basis for delermining
the amount of :the deduction under this paragraph, or paragraph
(4) or (5), shall be the same as is provided in section 204 for deter-
mining the gain or loss from the sale or other disposition of property.

{7) Debts ascertained to be worthless and charged off within the
“taxable year (or, in the discretion of the commissi T ble
nddition to a reserve for bad debts) ; and when satisfied that a debt
is recoverable only In part the commissioner may allow such debt to be
charged off in part.

(8) A reasonable allowance for the exhaustion, wear, and tear of
property used in trade or business, including a reasonable allowance
for obsolescence,

(9) In the ease of mines, oil and gas wells, other natural deposits,
and timber, a reasonable allowance for depletion and for depreciation
of improvements, according to the peculiar conditions in each ease;
such reaszonable allowance In all cases to be made nnder rules and
regulations to be prescribed by the commissioner, with the approval of
the Secretary. In the case of leases the deduction allowed by this para-
graph shall be equitably apportioned between the lessor and lessee.

(10) Contributions or gifts made within the taxable year to or for
the vse of : (A) The United States, any State, Territory, or any politi-
cal subdivision thereof, or the Distriet of.Columbla, for exclusively
public purposes; (B) any corporation, or community chest, fund, or
foundation organized and operated exclusively for religious, charitable,
sclentifie, literary, or educational purposes, or for the prevention of
cruelty to children or animals, mo part of the net earnings of which
inures to the benefit of any private shareholder or individual; (C) the
special fund for vocational rehabilitation authorized by section T of the
voecational rehabilitation aet; or (D) posts or organizations of war
veterans, or auxiliary units or societies of any such posts or organiza-
tions, If such posts, organizations, units, or socleties are organized im
the United States or any of its possessions, and If no part of their
net earnings inures to the benefit of any private shareholder or indi-
vidoal, to an amount which in all the above cases combined does not
exceed 135 per cent of the taxpayer’s net income as computed without
the benefit of this parngraph. In case of a monresident alien indi-
vidual this deduction shall be allowed only as to contributions or gifts
made to domestic corporations, or to communily chests, funds, or
foundations created in the United States, or to such vocational rehabili-
tation fund. 8uch contributions or gifts shall be allowable as dedue-
tions only if verified under rules and regulations prescribed by the com-
missioner with the approval of the Becretary.

Mr, JACOBSTEIN, Mr, Chairman, I offer an amendment,

The CHAIRMAN. The gentleman from New York offers an
amendment, which the Clerk will report.

The Clerk read as follows:

Amendment offered by Mr. JacossTEN: Page 39,-llne 24, after the
semicolon following the word * equity " insert * all necessary expenses
nctually paid during the taxable year to physicians, nurses, hosplitals
for medical or surgical treatment, attendance, or service to the tax-
payer or the members of his immediate family.”

Mr. JACOBSTEIN. Mr. Chairman, the purpose of this
amendment is to enable people to deduct from their individual
income tax some of the expense incurred in maintaining health.
Yon have heard a section read in which business men and

manufacturers are entitle” to deduet from their income ex-

penses incurred in maintenance, cepreciation, repair, and so
forth, of machinery. Is it not more than falr that individuals
be permitted to deduct from their income the sums of money
spent in maintaining health?

To cover this item, the amendment reads, on page 30: “ That
all necessary expenses actually paid to physicians, nurses, hos-
pitals, for medical or surgical treatment, attendance or service
to the taxpayer or to members of his immediate family " shall
be deducted. In a word, if I have to spend for myself or for
my wife or for my children sums of money to maintain my
health or their health, I believe I am entitled to a deduction.
That is absolutely a logical inference from our whole income-
tax procedure. You allow a business man a deduction when
he spends money to repair a machine. What is more important
than to keep the human machine in fit condition? [Applaunse.]

It seems to me that on the very face of it the amendment
which I have offered has such merit that it ought to be passed
withount great debate, I think nothing further need be said on
it. So far as I am concerned, it seems to me liko a very simple,
straight proposition, easy to administer, if that question is in
your mind. It simply means you would have to record on your
return the amount of money you have paid to your physician
or to the hospital or to the nurse. Those things are items just
as your charitable contributions are items on your return.

Mr. HUDDLESTON. Mr., Chairman, will the gentleman
yield?

Mr. JACOBSTEIN. Yes.

Mr. HUDDLESTON. At the present time we allow dedue-
tions to be made on account of fire, tornadoes, and other de-
struction of property. Is there any reason why we should not
allow allowance for a fire that should injure a man personally
and allow for his expenses incurred thereby, impairing his
earning capacity?

Mr. JACOBSTEIN. Answering the gentleman's question, of
course there is no reason for making that distinction. Un-

fortunately our laws have been framed, so to speak, from the
viewpoint of property as against that of human life, without
giving due consideration to the human aspects of the situa-
tion.
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Mr. STENGLE. Mr. Chairman, will the gentleman yleld?

Mr, JACOBSTEIN. Certainly. ©

Mr. STENGLE. Does your amendment include, under the
title of physicians, an osteopath or a chiropractor?

Mr, JACOBSTEIN. Any service rendered by any profes-
gional person to maintain health. The word *physician,” I
think, is generic enough, general enough, to cover all pro-
fessional services intended to maintain health and which
actually do maintain it. [Applause.]

When we gentlemen go to pay our Federal income tax on
March 15 we will deduet from our gross income, under the law,
the following items of expense:

Repairing of machines (in factories).

Repairing a house.

Repairing a barn.

Depreciation on our factory machinery.

Loss due to bad debts.

Loss due to bad Investments.

Loss by theft.

Loss by fire, storm, tornado, shipwreck.

Contributions to charitable organizations.

Contributions to religious organizations.

Contributions to educational institutions.

Necessary expenses in carrying on a business or trade.

These are regarded as reasonable deductions, the theory be-
ing that the individual who has to pay out money in any of
these ways does not derive any enjoyment from the expendi-
ture. These are justifiable deductions, because the theory of
the income tax is that the tax is on net income and not on gross
income.

This being so, I maintain that we ought to be permitted to
deduct from our gross income money spent to maintain health.
If an employer is entitled to a deduction when he spends
money for the upkeep of a machine, why am I not-entitled to
a deduetion for the upkeep of my bodily health and the health
of my wife and children?

The injustice of the present law was brought home to me
recently by a letter which I received from one of my con-
stituents, Mr. Otto R. Rohr, president of the Stecher Litho-
graphie Co., of Rochester, N. Y., which I take the liberty of in-
gerting herewith:

I note from our local papers that yon have been in receipt of con-
giderable correspondence relative to Secretary Mellon's suggestion in
connection with a revision and reduction of the income tax.

1 will not burden you with my thoughts in the matter other than
to say that the members of our organization are In entire accord
with Becretary Mellon's suggestion, with which we know that you to
quite some extent agree.

There is, however, one phase of the income tax regarding which
one hears considerable comment when the matter is discussed, particu-
larly amongst working people, that has not been touched upon in the
discussions relative to the income tax which appear in the papers, and
that is that our Income-tax regulations of the past have made no pro-
vislon for a dedmction from income for the amount which one may
be compelled to pay following the misfortune of serious aeccldent or
illness. .,

As an example I might clte the instance of an employee here whose
wages are about on an average with those of other employees.

He had illness in the family, which involved hospital, doector's, and
nurses’ bills in excess of $500, and he had to pay the same income tax
that hls more fortunate associates paid.

The law as it now exists does not give him the beneflt of de-
ducting from his income tax owlog to the misfortunes which he had
to go through.

It is really a case of having it rubbed in. It is bad enough to have
the misfortune without having to pay a tax on the money which he
earns in order to honorably take care of his respomsibilities.

1 am bringing this phase of the matter to your attention with the
hope that you may see your way clear to endeavor to do something
to relieve the situation that I have indicated above.

What can be more reasonable than to permit a dedunction
for an item of expense which has for its purpose the keeping
in efficient condition the human body? The health of the
individual is essential for productive efficlency in industry.

Our Government ought by every means to encourage and
not penalize expenditures for health purposes. It is for the
purpose of incorporating this reasonable and obviously fair
proposition into the law that I am offering an amendment,
which reads as follows:

Deduction shall be permitted for—
“all necessary expenses actudlly paid during the taxable year to
physicians, nurses, hospilals, for medical or surgical treatment,
atterdance or service, to the taxpayer or the members of his
immediate family.”

Certainly this amendment is as reasonable as subdivision 8
of this section of the law, which reads as follows:

Deductions allowed individuals:
“(8) A reasonable allowance for the exhaustion, wear, and tear

of property used in ftrade or business, including a reasonable
allowance for obsolescence.”

And it is certainly as reasonable as the ninth subdivision,
which reads as follows:

In the case of mines, oil and gas wells, other natural deposits, and
timber, a reasonable allowance for depletion and for depreciation of
Improvements, according to the peculiar conditions in each case:
such reasonable allowance in all cases to be made under rules and
regulations to be prescribed by the commissioner, with the approval
of the Secretary. In the case of leases the deduction allowed by thls
paragraph shall be equitably apportioned between the lessor and the
lessee,

The passage of my amendment would lift the human body
just up to the plane of a mere machine, of an oil well, a gas
well, or a coal mine,

If misfortune through accident, shipwreck, storm, or fire
causes loss, that loss is permitted as a deduetion, but when
through an act of God misfortune strikes down the human body
and the individual seeks to rehabilitate that body, we do not
permit such expense to be deducted. I maintain that this is as
unreasonable as it is illogical.

Why it should be necessary to wipe out such ineconsistencies
in the law is hard to explain. When laws are made from the
viewpoint of human rights and not merely from that of prop-
erty rights, such glaring inequalities will not appear.

There can be no serious objection made to the proposed
amendment on the ground of administration. Health expense
items can be entered on our returns just as easily and just as
honestly as our charitable, philanthropic, and educational
contributions. I hope, therefore, that you will see this ques-
tion as I see it and vote for the amendment I have proposed.
Health is our greatest national asset.

That this suggestion of mine has met with popular approval
is indicated by the number of letfers I have received expressing
sympathy with it. Public sentiment was probably erystallized

and expressed in an editorial which appeared in the Rochester

Journal and Post Express of January 26, which I am here
reprinting :

THE HUMAN FPOINT OF VIEW—TIMELY CALLING OF ATTENTION TO IT BY
CONGRESSMAN JACOBSTEIN,

Behools and hospltals are exempt from taxation, because education
and health are deemed of prime public importance,

The proposal of Representative JACOBSTEIN, of the Rochester district,
to the House Ways and Means Committee that exemption from income
taxation be given for money individually spent for medical and hos-
pital service and for the schooling of children Is in line with this.

A business man, he points ont, in arriving at his profits as a basis
for taxation, is allowed to subtract the cost of upkeep of hils plant,
including the repair of machinery,

The worker's plant is his body and his mind.
their upkeep equally entitled to exemption?

Raising of this new point is timely. It illustrates the value of having
in Congress men trained to look to the protection of human as well as
mere property values.

Mr. McSWAIN. Mr, Chairman, I have a substitute to offer
on the same line.

The CHAIRMAN. The gentleman will be recognized by the
Chair,

Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con-
sent that all debate on this amendment close in 10 minutes.
Of course, I want to use up that time myself.

Mr. CELLER. Mr. Chairman, 1 want to speak on it.

The CHAIRMAN. The gentleman from Iowa asks unani-
mous consent that all debate on this amendment close in 10
minutes. Is there objection?

Mr. CELLER. Reserving the right to object, Mr. Chairman,
if the gentleman will make it 15 minutes and let me have 5
minutes I shall not object.

Mr., GREEN of Iowa. We are fast turning this discussion
into a joke. I move, Mr. Chairman, that all debate on this
amendment close in 10 minutes.

Mr. McSWAIN. Mr. Chairman, I ask that it be made 20
minutes.

The CHAIRMAN. The gentleman from Iowa moves that the
debate on this amendment cloge in 10 minutes. The question
is on agreeing to that motion.

Mr. McSWAIN. I offer an amendment, Mr. Chairman.

Is not the cost of
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Mr. SANDERS of Indiana. Mr., Chairman, the gentleman
from South Carolina is authorized to offer an amendment under
the rules.

The CHAIRMAN. The Chair has stated that the gentleman
will be recognized for that purpose.

Mr. SANDERS of Indiana. The gentleman from Iowa has
offered a motion to limit debate to a certaln time. My recol-
lection of the uniform practice is that when an amendment is
proposed the Chair shall put the vote first on the amendment
to the amendment. The amendment of the gentleman from
South Carolina is offered, as I understand it, to the motion of
the gentleman from Iowa. The gentleman’s motion is not de-
batable, but amendable.

The CHAIRMAN. The gentleman from South Carolina [Mr.
McSwarx] moves as an amendment to the motion made by the
gentleman from Iowa [Mr. Green] that the time be 20 minutes
instead of 10 minutes.

The question was taken, and the amendment was rejected.

Mr. McSWAIN. Mr. Chairman, I asked for recognition because
I have offered a substitute to the amendment offered by the
gentleman from New York, and that substitute is now on the
desk of the Reading Clerk.

The CHAIRMAN. The gentleman will be recognized when
that times comes. The question now recurs on the motion made
by the gentleman from lowa.

The motion was agreed to.

The CHAIRMAN, The gentleman from South Carolina [Mr.
McSwaIin] offers a substitute for the amendment offered by the
gentleman from New York [Mr. JacossTEIN], which the Clerk
will report.

The Clerk read as follows:

Page 39, line 24, Insert * not exceeding $500 for each person, Including
husband or wife, dependent upon and receiving his chief support from
the taxpayer, if such dependent person Is under 21 years of age or is
incapable of self-support because mentally or physically defective and
resides in taxpayer's household, when the taxpayer proves that he has
paid cash, not exceeding $500, for medical, hospital, nurse, or funeral
expenses.”

Mr. McSWAIN. Mr. Chairman and gentlemen of the com-
mittee, I am entirely in sympathy with the sentiment ex-
pressed In the amendment of the gentleman from New York
[Mr. JAcossTEIN]. But I apprehend that there is some diffi-
culty in the minds of all of yon who sympathize with the
thought that the human instrumentality concerned in producing
revenue, whereby taxes may be paid, must itself be first of
all kept in order and that the difficulty in your minds is that
it is wide open; that there is no limit as to the amount that
may be deducted nor as to the persons to whom the money
ghall be paid or whether or not it shall be paid in cash.

My substitute proposes to follow almost identically the lan-
guage on page 47 of the bill with regard to the person for
whose benefit the expense is incurred, to wit: Where there is
any person dependent upon a taxpayer, whether under 21
years of age or not, residing in that taxpayer's household
and that person is sick or disabled and has to go to a hospital
to be operated on or has to have medical attention, or if that
person dies, that the expenses of the doctor, the hospital, or
the undertaker shall be deducted from that year’s earnings
in an amount not exceeding $500.

We have put under the head of exemptions, on page 47 of
the bill, the arbitrary sum of $400 for each child, a member
of the family, under 18 years of age. We all know that $400
will not clothe and feed a child for 12 months, but we fix that
as a fair average. While $500 may not take care of all the
hospital, nurse, medical, surgical, and undertaking expenses
that may happen in the case of any one child in a year, yet
it is a fair average and it is a fair deduction, and it is that much
deduction in addition to what is now allowed by law. It seems
to me it is so obviously a necessary and reasonable deduction
from the earnings of the year that there ought to be, with
these limitations and hedgings put about it, no reasonable and
fair ground for opposition.

We allow deductions for bad debts. We credit a man when
we think he will pay us, but he fails to pay and we deduct
it. Yet no man, by the exercise of any judgment, can ward
off the misfortune of sickness or death that may come to him-
self or to the members of his family.

It seems to me it would be the most reasonable, fair, and
logical deduction that could be made from the earnings of a
man within a period of 12 months., It is designed to take
care of emergencies, and the taxpayer must prove he paid
out the cash to get the deduction, just as he must prove busi-
ness expenses, interest, losses, bad debts, depreciation, and
religious, charitable, and educational contributions.

Mr. GREEN of Towa. Mr. Chairman, I appeal to the House
to use some little reasoping and judgment on these amendments
that come before it and not, as a little while ago, turn this whole
matter into a joke,

We have here a great revenue bill affecting a great people.
No more serious or no more important matter could possibly
come before this House.

The gentlemen who have just spoken are actuated by the best
of purposes, no doubt; but if these gentlemen will pardon me,
do they not really think that gentlemen who have bheen study-
ing these subjects for 10 or 12 years—with the advisers they
et from the Treasury Department and elsewhere, very great
experts, as many of them are—are really just a little better
qualified to draw these provisions than they are?

The gentleman from Texas [Mr. GArNER] has already by his
amendment enlarged the exemptions to $2,000 for a single per-
son and $3,000 for a married person. No other country in the
world gives half as much exemption; in fact, nowhere else do
they ever give half that exemption, and the purpose of those
exemptions is to take care of just such kinds of cases as are
presented by this amendment.

Mr. LARSEN of Georgia. Will the gentleman yield?

Mr. GREEN of Iowa. Yes.

Mr. LARSEN of Georgia. If I understood the gentleman, the
force of his remarks Is that the men who have been studying
these propositions for 10 or 12 years are not dependent on any-
one else in writing provisions for a bill of this character or
perfecting provisions. Now, if that is so, why should the gen-
tleman bother to bring the bill before the House if gentlemen
in the House are not to have a voice in framing it?

Mr. GREEN of Towa. I did not yield to the gentleman for a
speech. I thought the gentleman wanted some information, and,
Mr. Chairman, I decline to yield further.

The CHAIRMAN. The gentleman from Iowa declines to
yield further.

Mr. HUDDLESTON.

Mr. GREEN of Iowa.
question. .

Mr. HUDDLESTON. I want to ask the gentleman a ques-
tion. How does the gentleman diseriminate between the ex-
emption allowed for food and clothing for dependents and an
exemption for expenses incident to medical attention for de-
pendents? That is a legitimate question.

Mr. GREEN of Iowa. I do not. I see no distinction.

Mr. HUDDLESTON. Then why should we not have one?

Mr. GREEN of Iowa. We have already allowed $400 for the
purpose of caring for this kind of a thing—that is, to cover the
food and clothing of dependents and the general exemption for
the same purpose. We allow all that without any distinction
whatever.

Mr. HUDDLESTON.

Mr, GREEN of Iowa. Yes.

Mr. HUDDLESTON. That is allowed whether there be sick-
ness or not, and, therefore, it is not aimed at sickness; it is
aimed at the necessary expenses, which are food and clothing,
and not for emergenecy and extraordinary expenses incident to a
spell of sickness.

Mr. GREEN of Iowa. I do not know what else it iz allowed
for if not for such purposes, but I wish the gentleman would
permit me to use a little of my own time.

Mr, HUDDLESTON. I thought the gentleman was through.

Mr. GREEN of Iowa. The reason that is done is because it is
absolutely impracticable to administer the law in any other
kind of way. You can not expect to have the Treasury
Department investigate into the family affairs of 10,000,000
families, and I think there is sometbing like that number in
this country. That is exaectly what the Treasury Department
would have to do under the substitute offered by the gentleman
from South Carolina [Mr. McSwain] and under the amendment
offered by the gentleman from New York [Mr. JacossTEIN].

Mr, HAWLEY. Will the gentleman yield?

Mr. GREEN of Iowa., Yes.

Mr. HAWLEY. 1In the family deduction which we have
allowed did we not consider that, in addition to food and cloth-
ing, medical attendance would probably also be taken care of?

Mr, GREEN of Iowa. Certainly; that was the very purpose
of it. This amendment simply means that the Treasury Depart-
ment will have to investigate every solitary case of sickness that
oceurs over this country. It would throw such a burden on the
Treasury Department in the administration of these taxes as to
make it absolutely impossible for them to ever get through with
the work and ever assess the taxes. Now I yield to my friend
from South Carolina [Mr. McSwaix].

Mr. McSWAIN. I will ask the chairman of the Ways and
Means Committee if, as a matter of fact, each one of the nine

Will the gentleman yield to me?
I will yield to the gentleman for a

Will the gentleman yield further?




1924.

CONGRESSIONAL RECORD—HOUSE.

2863

subdivisions of deductions is not predicated upon the ascertain-
ment of facts such as bad debts. What would be more difficult
to satisfy a revenune collector about than that you had lost bad
debts? This is only one more. It is only 10, instead of 9.

Mr. GREEN of Iowa. It is 10,000 instead of 9; that is what

it is.

The CHAIRMAN. The time of the gentleman from Iowa has
expired.

Mr, GREEN of Iowa. All time on this debate is exhausted.

Mr. CELLER. Mr. Chairman, I rise in support of the motion.

The CHAIRMAN. The gentleman from New York is recog-
nized for two minutes.

Mr. GREEN of Iowa. Mpr, Chairman, I make the point of
order that the time is exhausted.

The CHAIRMAN. The time is not exhausted according to
the timekeeper.

Mr. GREEN of Iowa. I understood the Chair to say that I
had exhausted my time, and I supposed that was all the time,

The CHAIRMAN. The gentleman from South Carolina used
three minutes and the gentleman from New York [Mr. Cerrer]
is recognized for two minutes.

Mr. CELLER. Mr. Chairman and members of the committee,
I deem it comes with i1l grace from the chairman of the com-
mittee which drafted this bill to say we are treating this propo-
gition as a joke. I do not believe in the mind of anyone here it
is a joke to say that you should deduet necessary expenses in-
curred in an emergency, in a case where there is an act of God
interfering with the normal health of the individual or family.
Surely it is not the man’s fault or the woman's fault if he or
she.becomes ill or the children become ill, and there should be
some consideration given with reference to that emergency.

The chairman has said they have given a great deal of time
and study to this proposition. Indeed, they have, and the thanks
of this House are due them for their patient labors, but, never-
theless, despite that fact, they must take suggestions from the
other Members of the Howse, They are, indeed, not the last
word on income tax laws or the laws with reference to the
raigsing of revenue, We certainly have the inherent right to
make suggestions and to offer amendments, and we should not
be called jokesters because we do it. It has been asked, “ What
sghall come within the definition of physician?” And I will say
to my good friends that the word * physiclan " is all-embracing.
If one happens to be a Christian Seientist, a healer would come
within the term *“ physician,” and any expenditure made for
healing of that sort would be a deduction. New York, for ex-
ample, recognizes all manner and kind of *“ physicians” under
its law, and allows them to practice, and the term includes
osteopaths, healers, chiropractors, and so forth; and I say, with
reference to that, that the particular law obtaining in the par-
ticular State would govern. We take the duty off of dirks and
daggers and bowie knives, and yet we are told to hesitate before
we allow a deduction for a doetor’s bill. The rich man can pay
a doctor’s bill without any effort.

Mr. SUMMERS of Washington.
for a gquestion?

Mr, CELLER. 1T yield.

The CHAIRMAN. The time of the gentleman from New
York has expired.

Mr, SUMMERS of Washington. TUnder this proposed amend-
ment would the physician administering the treatment neces-
sarily have to be a licensed practitioner?

Mr. CELLER. That depends upon the law of the Btate in
which the matfer arises.

The CHAIRMAN. The question is on the amendment to the
amendment offered by the gentleman from South Carolina [Mr,
McSwain].

The question was taken; and on a division (demanded by
Mr. McSwain) there were—ayes 40, noes 100.

So the amendment to the amendment was rejected.

The CHAIRMAN. The question now recurs on the amend-
ment offered by the gentleman from New York [Mr, Jacos-
BTEIN].

The gquestion was taken; and on a division (demanded by
Mr. JacossTEIN) there were—ayes 24, noes 104.

So the amendment was rejected.

The Clerk read as follows:

(¢) The amount of the deduction provided for in paragraph (2) of
subdivision (a), unless the interest on indebtedness is paid or incurred
in carrying on a trade or business, and the amount of the deduction
provided for In paragraph (5) of subdivision (a) shall be allowed as
deductions only if and to the extent that the sum of such amounts ex-
ceeds the amount of interest on obligations or securities the interest
upon which i8 wholly exempt from taxation under this title.

Mr. STEVENSON and Mr. KINDRED rose. .
Mr. KINDRED, Mr. Chairman, I offer an amendment.

Will the gentleman yield

The CHAIRMAN, The gentleman from New York offers an
amendment, which the Clerk will report. :
The Clerk read as follows: '

Amendment offered by Mr. KiNpren: Page 44, line 18, after the title
insert a semicolon and the words *all preminms pald on life, sick

benefit, and annuity insurance policies the face value of which shall

not exceed $10,000 at maturity.”

The CHAIRMAN. The gentleman from New York [Mry
Kinnpeep] is recognized

Mr, GREEN of Iowa. Mr. Chairman, I ask unanimous con-«
sent that all debate on this paragraph and all amendments
thereto close in seven minutes.

Mr. STEVENSON. Mr. Chairman, reserving the right to ob«
Jjeet, I have an amendment, which is the only one I will offer
to t.h;s bill, so far as I know, and I want a little time to dis-
cuss it

Mr. GREEN of Iowa.« On another point?

Mr, STEVENSON. Yes; on another point entirely different
from this. i

Mr. GREEN of Towa. Then I will simply ask that that apply
to the amendment of the gentleman from New York.

The CHAIRMAN. The gentleman from Iowa asks unani-
mous consent that all debate on this amendment close in seven
minutes. Is there objection? [After a pause.] The Chair
hears none.

Mr. KINDRED, Mr. Chairman and gentlemen of the com-
mittee, The obvious intent of my amendment is to exempt
premiums paid by the great mass of our poor people in this
country on life insurance policies of small amount, premiums
on sick benefit policies and those paid on annuity policies,

It will be admitted on every hand that money invested in
life insurance, in sick benefit funds and in annuity insurance
is for the protection of helpless widows, children, and depend-
ents, and therefore for the protection of society at large. It
will be admitted, I am sure, also, that money invested in
premiums on life insurance of small amounts fosters thrift
and prosperity as no other investments do. It will be admitted
also that investments in annuity insurance are protection
against probable hardships that will come otherwise in old
age. -

I have purposely limited the amount of the insurance, the
premiums on which I would exempt, to a very small amount
of insurance, namely, $10,000. Surely $10,000 or less—and
most of the insurance policies here referred to are for much
less than that sum—is a small amount, in these days of high
cost of living and great burdens of taxation, a very insignifi-
cant amount, which a man dying might leave to his helpless
widow and children for their support and for the education
of the children. .

Surely, no fair-minded Member of this House will deny that
an exemption of this class of investment is the best exemption
that could be made in any clause of an income-tax bill, and
in order to protect the great masses of people in this country,
who are always the backbone and the sinew of our Republie,
1 ask your favorable consideration, without further debate,
of this very reasonable amendment to protect the poor in the
small amounts of Insurance which they carry. [Applause.]

Mr, GREEN of Iowa. Mr. Chairman, the amendment of-
fered by the gentleman from New York [Mr. Kinprep] is
offered In altogether the wrong place. I think the gentleman
will acquit me of any intention to mislead him. I did not sug-
gest to the gentleman to offer it at this place.

Mr. KINDRED. Will the gentleman yield?

Mr. GREEN of Iowa. Yes.

Mr. KINDRED. I yield all honor and respect to the gentle-
man for technical knowledge in such matters. I consulted
him, told him where I was going to offer the amendment, and
I heard no objection. I really thought he was going to support
my amendment.

Mr. GREEN of Iowa. I do not know how the gentleman got
such an idea as that. I want to deal fairly with the gentle-
man, and if I thought there was any prospect of the amendment
carrying I would be willing to submit a request for unanimous
consent and let him put it in in the proper place. This para-
graph to which he has offered the amendment simply applies
to interest; it relates back to another paragraph, and If this
amendment was added here it would not mean anything.

Mr. KINDRED. It was intended as a separate clause or a
separate paragraph.

Mr. GREEN of Iowa. That is not the way it reads,

Mr. KINDRED. If there is any question about the techinical
place, I will ask unanimous consent to correct my amendment
so it will appear as a new paragraph in line 13.

Mr. GREEN of Iowa. I will say to the gentleman that the
amendment offered by him will not be worth anything, These




2864

CONGRESSIONAL RECORD—HOUSE.

FEBRUARY 20,

poor people are all exempt; they do not pay any income tax.
The man who does not have an income of $4,000 or $5,000 will
pay no income tax.

The CHAIRMAN. Does the gentleman from New York de-
sire to offer a unanimous-consent request?

Mr. KINDRED. No, Mr. Chairman; I will ask for a vote
on the amendment. I think the amendment is well understood.

The CHAIRMAN. The question is on the amendment
offered by the gentleman from New York [Mr. KINDRED].

The question was taken, and the amendment was rejected.

Mr. STEVENSON. Mr. Chairman, I offer an amendment.

The Clerk read as follows:

Amendment offered by Mr. SteEvExsoN: Page 44, at the end of
lne 13, strike out the period and insert a semicolon and add: “Pro-
vided, That this shall not apply to interest received from farm-loan
bonds.”

Mr. STEVENSON. Mr. Chairman, I want to state this
quickly and succinetly. The proposition here is that a man
who makes an income-tax return when he gets the gross in-
come has a right to deduct from the gross income interest paid
out in carrying on his business. This exception provides that
if a part of the income shall be received from tax-exempt
securities he must take that from the interest paid out and
can only deduct the balance.

Take a man with a gross income of $20,000, of which $3,000
comes from farm-loan bonds or any other tax-exempt Secur-
ities. He has paid out $5,000 interest, and if this did not
apply he would have to pay a tax on $15,000, but before he
can deduct the $5,000 he must take from it the $3,000 got
from the tax-exempt securities, and therefore can only deduct
$2.000 and is taxed on $18,000. In other words, he is taxed
on the income he had from tax-exempt securities absolutely.
Why do I limit my provision to farm-loan bonds?

Mr. CHINDBLOM. Mr. Chairman, will the gentleman yield?

Mr. STEVENSON. In a moment. I will tell you why I
limit it to that. It is because it will be deducted as to State
and municipal securities, regardless of this law, because they
are protected by the Constitution; but the exemption of in-
terest on farm-loan bonds is merely a statutory exemption,
and this being a statute of the same body, but of later date, it
will supersede it and we will get the income received from
farm-loan bonds taxed by making two moves instead of one
and still it will stand as to them. In so far as all of the other
tax-exempt securities are concerned, they will escape, unless,
perhaps, it may be United States bonds.

There is another thing about it. Liberty bonds are not en-
tirely tax exempt, There is a surtax on the income from
Liberty bonds, and consequently you do not have to deduct
from the interest you pay, and the Liberty bonds will be pre-
ferred over these under this section, which is shrewdly done
apparently for that purpose.

If the gentleman will look at the section he will see that that
is correct. 1 think it is poor policy to provide in the first part
of this bill that securities issued under the provisions of the
farm loan act or any provisions of such act as amended shall
not be taxable, and then over here make them pay a tax, if the
owner happens to have paid out interest.

Mr. CHINDBLOM. What is there to prevent a man from
borrowing $20,000 and buying farm-loan bonds with that money
and then taking a deduction for the interest paid upon the
money with which to buy the tax-exempt securities?

Mr., STEVENSON. If there is nothing in here to prevent
that, that is the fault of the committee, but it would be a fool
financier who would pay 6 per cent for money to buy 44 per
cent bonds merely to escape a small tax.

Mr. MILLS, It is in there.

Mr. STEVENSON. I suobmit that it is not.

Mr. CHINDBLOM. It is in here now.

Mr. STEVENSON. To prevent his doing that?

Mr. CHINDBLOM. Yes.

Mr. STEVENSON. Al right; if it is provided for, what
are you kicking about?

Mr. CHINDBLOM, The gentleman’s provision would take it
out.

Mr. STEVENSON. No; it is not provided for in this par-
ticular paragraph.

Mr. CHINDBLOM. Yes; in that paragraph.

Mr. STEVENSON. I think the gentleman is mistaken. He
will not find it in this paragraph or the paragraph I seek to
amend, on page 44, There is no such provision. This is the
whole proposition. You have in here a provision that a man

can deduct the interest he has paid, and then you say but hav-
ing pald out $5,000 interest, and he has held the bonds and

collected $3,000 interest, and those bonds are not taxable—
and farm-loan bonds are all it will apply to—then he has to
deduct that $3,000 from the $5,000 interest that he has pald
out, and, therefore, you have taxed the $3,000 indirectly as
completely as if you had provided here that he shall be taxed
upon the interest of his farm-loan bonds. There is no provision
E:js;:: will prevent it, and the language as written will do that
.

Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con-
sent that all debate upon this amendment close in 15 minutes.

The CHAIRMAN, Is there objection?

Mr, BLANTON. Mr. Chairman, if the gentleman expects to
keep us here until 5.30 o'clock, why does he not close the debate
now and save 15 minutes?

Mr. GREEN of Iowa. Does the gentleman want to have just
one side of the matter presented?

Mr. BLANTON. We have heard it and we all understand 1t.

Mr. GREEN of Iowa. O, no; you do not.

Mr. BLANTON. I am going to vote with the gentleman from
Towa. If he makes a speech, he may make me change my mind.

The CHAIRMAN, Is there objection? )

Mr. BLANTON. Mr. Chairman, I object.
to get along with the bill.

The CHAIRMAN. The question is on the amendment offered
by the gentleman from South Carolina.

The amendment was rejected.

The Clerk read as follows:

Sec. 217. (a) In the case of a nonresident allen individual or of a
citizen entitled to the benefits of section 262 the following items of gross
jnecome shall be treated as inceme from sources within the United
States :

(1) Interest on bonds, notes, or other interest-bearing obligations of
residents, corporate or otherwise, not including (A) interest on deposits
with persons carrying on the banking business paid to persons not en-
gaged in business within the United States and not having an office or
place of business therein, or (B) interest received from a resident alien
individual, a resldent forelgn corporation, or a domestic corporation,
when it is shown to the satisfaction of the commisioner that less than
20 per cent of the gross income of such resident payor or domestic
corporation has been derived from sources within the United States,
as determined under the provisions of this section, for the three-year
period ending with the close of the taxable year of such payor, or for
such part of such period immediately preceding the close of such tax-
able year as may be applicable;

(2) The amount received as dividends (A) from a domestic corpora-
tion other than a corporation entitled to the benefits of section 262,
and other than a corporation less than 20 per cent of whose gross
income is shown to the satisfaction of the commisioner to have been
derived from sources within the United States, as determined under
the provisions of this section, for the three-year period ending with
the close of the taxable year of such corporation, or for such part of
such period immediately preceding the close of such taxable year as
may be applicable, or (B) from a foreign corporation unless less than
50 per cent of the gross income of such foreign corporation for the
three-year period ending with the close of its taxable year preceding
the declaration of such dividends (or for such part of such period as
the corporation has been in existence) was derived from sources within
the United States as determined under the provisions of this section;

(8) Compensation for labor or personal services performed in the
United States;

(4) Rentals or royalties from property located in the United States
or from any interest in such property, including rentals or royalties
for the use of or for the privilege of using in the Unlted States, pat-
ents, copyrights, secret processes and formulas, good will, trade-marks,
trade brands, franchises, and other like property; and

(5) - Gains, profits, and income from the sale of real property located
in the United SBtates.

Mr. HAWLEY. Mr. Chairman, I offer the following com-
mittee amendment, which I send to the desk.

The Clerk read as follows:

Page 48, line 16, after the word * payor,” insert  preceding the pay-
ment of such interest.”

Page 48, lines 16 and 17, strike out the words “ immediately preced-
ing the close of such taxable year.” J

Mr. HAWLEY. Mr. Chairman, this amendment is necessary
to make the language conform to other parts of the bill. It is

a correction of verbiage.
The CHAIRMAN. The question is on agreeing to the com-

mittee amendment.
The committee amendment was agreed to.
Mr. HAWLEY. 1 offer the following committee amendment,

which I send to the desk. -

I think we ought




1924.

CONGRESSIONAL RECORD—HOUSE.

2865

The Clerk read as follows:

Page 48, line 25, strike out the comma, and on page 49 strike out
line 1 and all of line 2 through the word * applieable” and insert in
llen thereof the following: “ preceding the declaration of such divi-
dends (or for such part of such period as the corporation has been in
existence).”

Mr. HAWLEY. The explanation is that it is to correct
verbiage and make the language conform to other parts of the
bill.

The CHAIRMAN, The guestion is on agreeing to the com-
mittee amendment. {

The committee amendment was agreed to.

The Clerk read as follows:

(g) (1) Except as provided in paragraph (2) a nonresident allen
individual or a citizen entitled to the benefits of section 262 shall
receive the beneflt of the deductions and eredite allowed in this title
only by filing or causing to be filed with the collector a true and accu-
rate return of his total income received from all sources in the United
States, in the manner prescribed in this title; including therein all the
information which the commissioner may deem necessary for the cal-
culation of such deductions and credits.

{2) The benefit of the credits allowed in subdivisions (d) and (e)
of section 216, and of the reduced rate of tax provided for in para-
graph (1) of subdivision (b) of section 210, may, in the discretion of
the commissioner and under regulations preseribed by him with the
approval of the Secretary, be received by a mnonresident alien indl-
vidual entitled thereto, by filing a claim therefor with the withholding
agent.

Mr. HAWLEY. Mr. Chairman, I offer an amendment on
page 53, in line 8, to take care of the amendment adopted by
the House on Tuesday. In line 8, strike out the words * para-
graph (1) of subdivision (b)” and substitute in lieu thereof
* gubdivision (e¢).”

The CHAIRMAN. The gentleman from Oregon offers an
amendment, which the Clerk will report.

The Clerk read as follows:

Amendment offered by Mr. HAwLEY : Page 53, line 8, strike out the
words “ paragraph (1) of subdivision (b)"” and insert in llen thereof
“ subdivision (e¢).”

Mr. HAWLEY. This merely corrects the text.

The CHATRMAN. The question is on agreeing to the com-
mittee amendment,

The committee amendment was agreed to.

The CHAIRMAN. The Clerk will read.

The Clerk read as follows:

INDIVIDUAL RETURNS.

SEc. 223, (a) The following individuals shall each make under oath
a return stating specifically the items of his gross income and the
deductions and ecredits allowed under this title—

(1) Every individual bhaving a net income for the taxable year of
$1,000 or over, if single, or if married and not lving with husband or
wife ;

(2) Every individual having a net income for the taxable year of
$2,000 or over, if married and living with husband or wife; and

(3) Every Individual having a gross income for the taxable year of
$5,000 or over, regardless of the amount of his net income.

Mr. HAWLEY. Mr. Chairman, on page 66, in line 7, I move
to strike out “$1,000” and insert *$2.000,” and in line 10,
to strike out * $2,000" and insert * $3,000.”

The CHAIRMAN. The gentleman from Oregon offers an
amendment, which the Clerk will report.

The Clerk read as follows:

Amendment offered by Mr. Hawrey: Page 66, line 7, strike out
“8$1,000" and insert in lieu thereof * $2,000." Page 66, line 10, strike
out *$2.000" and insert in lieu thereof “ $3,000.”

Mr. HAWLEY. Mr. Chairman, this is to conform to the
action already taken by the committee.

The CHAIRMAN. The question is on agreeing to the com-
mittee amendment.

The committee amendment was agreed to.

The CHAIRMAN. The Clerk will read.

The Clerk read as follows:

(b) If a husband and wife living together have an aggregate net
income for the taxable year of $£2,000 or over, or an aggregate gross
income for such year of $5,000 or over—

(1) Each shall make such return, or

(2) The income of each shall be included in a single joint return,
in which case the tax shall be computed on the aggregate income,

LXY—-181

Mr. HAWLEY. Mr. Chairman, on page 66, line 16, I mova
to strike out the figures * $2,000 " and insert * $3,000.”

The CHAIRMAN. The gentleman from Oregon offers an
amendment, which the Clerk will report.

The Clerk read as follows:

Amendment offered by Mr. Hiwrey: Page 66, line 18, strike out
‘“$2,000" and insert in lieu thereof $3,000.”

The CHAIRMAN. The question is on agreeing to the amend-
ment.

The amendment was agreed to.

The CHAIRMAN. The Clerk will read.

The Clerk read as follows:

FIDUCIARY RETURNS.

8Ec, 225, (a) Every fiduciary (except a receiver appointed by author-
ity of law in possession of part only of the property of an individual)
shall make under oath a return for any of the following individuals,
estates, or trusts for which he acts, stating specifically the items of
gross income thereof and the deductions and credits allowed under
this title—

(1) Every individual having a net income for the taxable year of
$1,000 or over, if single, or if married and not living with husband or
wife ;

(2) Every individual having a net income for the taxable year of
$2,000 or over, if married and living with husband or wife;

(3) Every individual having a gross income for the taxable year of
$5,000 or over, regardless of the amount of his net income

(4) Every estate or trust the net income of which for the taxable
year is $1,000 or over;

(5) Every estate or trust the gross income of which for the taxable
year Is §5,000 or over, regardless of the amount of the met Income;
and

(8) Every estate or trust of which any beneficiary is a nonresl-
dent alien. y

Mr. HAWLEY. Mr. Chairman, I move, on page 67, line 19,
to strike out “ $1,000” and insert “$2,000,” and in line 22 on
the same page strike out “$2,000” and insert * $3,000:” and
on page 68, line 2, strike out “ $1,000” and insert * $2,000.”

The CHAIRMAN. The gentleman from Oregon offers amend-
ments, which the Clerk will report.

The Clerk read as follows:

Amendments offered by Mr. HAWLEY : Page 67, line 19, to strike out
“$1,000" and insert ‘ $2,000," and on page 67, line 22, strike out
*$2,000" and insert “$3,000,” and on page 68, line 2, strike out
# $1,000 " and insert ** $2,000."

Mr. HAWLEY. These amendments are made necessary by
the action taken previously.

The CHAIRMAN. The question is on agreeing to the amend-
ments.

The amendments were agreed to.

The CHAIRMAN. The Clerk will read.

Mr, BLANTON. Mr. Chairman, I make the point of order
that there is no quorum present. -

Mr. GREEN of Towa. Oh, I hope the gentleman will not do
that. There is no dispute on these matters. I hope the gentle-
man will let us go om."

Mr. BLANTON. What is the gentleman’s program about
running to-night?

Mr. GREEN of Iowa.
serious dispute.

Mr., BLANTON. Mr. Chairman, I withdraw the point of
order.

The CHAIRMAN. The Clerk will read.

The Clerk read as follows:

CONDITIONAL AND OTHER EXEMPTIONS OF CORPORATIONS.

Sec. 231, The following organizations shall be exempt from taxation
under this title:

(1) Labor, agricultural, or horticultural organizations;

(2) Mutual savings banks not having a ecapital stock represented by
shares ;

(8) Fraternal beneficiary socleties, orders, or associations (a) oper-
ating under the lodge system or for the exclusive benefit of the members
of a fraternity itself operating under the lodge system and (b) provid-
ing for the payment of life, sick, accident, or other benefits to the mem-
bers of such society, order, or association or their dependents;

(4) Domestic building and loan associations substantially all the
business ogwhich is confined to making loans to members, and coopera-
tive banks without eapital stock organized and operated for mutual
purposes and without profit;

(5) Cemetery companies owned and operated exclusively for the bene-
fit of their members or which are not operated for profit, and any
corporation chartered solely for burial purposes as a cemetery corpora-

I will stop as soon as there is any
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tlon and met permitted hy its charter to engage in any business not
necessarily incident to that purpose, no part of the net earnings of
which inures to the benefit of any private shareholder or individual;

(6) Corporations, and any community chest, fund, or foundation,
orgunized and operated exclusively for religious, charitable, scientifie,
literary, or educational purposes or for the prevention of cruelty to
children or animals, no part of the net earnings of which inures to the
benefit of any private shareholder or individual;

(7) Business leagues, chambers of ee, or boards of trade not
organized for profit and no part of the net earnings of which inures to
the benefit of any private shareholder or individoal;

(8) Civic leagues or organizations not orgenized for profit but oper-
ated exclusively for the promotion of social welfare, or local asseciations
of employees the membership of which is limited to the employees of a
deslgnated person In a particular munielpality, and the net earnings of
which are devoted exclusively to charitable, educational, and recreational
purposes, whether or not for the benefit of the members and their
families;

(9) Clubs organized and operated excluslvely for pleasure, recreation,
and other nonprofitable purposes, no part of the net earnings of which
inures to the benefit of any private shareholder ;

(10) Farmers' or other mutnal fire-insurance companies, mutnal diteh
or irrigation companies, mutual or cooperative telephone companies, or
like otganizations, or mutnal hail or eyclone companies, but only if the
income consists solely of assessments, dues, and fees collected from
members for the sole purpose of meeting expenses ;

(11) Farmers', fruit growers’, or like assoclations organized and
operated as sales agents for the purpose of marketing the products of
members and turning back to them the proceeds of sales, less the neces-
sury selling expenses, on the basis of the quantity of produce furnished
by them; or organized and operated as purchasing agents for the pur-
pose of purchasing supplies and equipment for the use of members and
turning over such supplies and equipment to such members at actpal
cost, plus necessary expenses;

{12) Corporations organized for the exclusive purpose of holding title
to property, collecting income therefrom, and turning over the entire
amount thereof, less expenses, to an organization whieh itself s exempt
from the tax imposed by this title; and

({18) Federal land banks, natlenal farm-loan assoclations, and Fed-
eral intermediate-eredit bauks, as provided in the Federal farm loan
act, as amended.

Mr. DICKINSON of Towa.
ment. g

The CHAIRMAN, The gentleman from JTowa offers an
amendment, which the Clerk will report.

The Clerk read as follows:

Amendment offered by Mr. Dickinson of Iowa: On page 73, line
21, strike out section 10 and Insert In Heu thereof the following:
“{10) Parmers’ or other mutual hall, eyclone, casualty, or fire in-
surance companles, mutual or cooperative ditch irrigation companies,
mutual telephone companies, or like organizations; but only if the
principal sources of income consist of amounts collected from members
for the sole purpose of meeting losses and expenges.”

Mr. GREEN of Iowa. Mr. Chairman, how would the last
line read?
The Clerk read as follows:

But only if the principal source of income consists of amounts
collected from members for the sole purpose of meetlng losses and
eXpenses.

Mr, GARNER of Texas. Let me ask the gentleman from
Jowa a question to facilitate business. I understand this is
agreed to by the committee on both sides, and the experts have
drawn this amendment.

Mr. GREEN of Iowa. The committee has not agreed to it,
but personally I think the amendment is all right.

Mr, MILLS. I will say to the gentleman from Texas that
this is not the amendment which the experts have approved.
The experts approved of an amendment which read * substan-
tinlly all of the income,” while the gentleman from Iowa
[Mr. DickissoN] has changed the language to read “the
principal sources of income.”

Mr. GREEN of Towa. If the gentleman from New York will
permit, when it was said that the experts agreed to the ameng-
ment, 1t was merely meant that they had drawn the amendment
in the form it was desired by those who are presenting it,
Of course, if the amendment is offered in the form of *sub-

stantially " it might as well not be offered at allL -

Mr, DICKINSON of Iowa. If there is any objection to it,
I want to make a statement,

Mr, MILLS. I will have some objections to it in that ferm.

Mr. DICKINSON of Towa, Mr. Chairman, the principal part

Mr. Chairman, I offer an amend-

of this amendment to which objection is made is the question

whether or not the principal sources of income shall be a
matier of assessment against the members of mutual or co-
operative insurance companies. Now, every once in a while
there are some of these companies which have a few thousand
dollars which they want to put on time deposit, and they will
put it in a bank for a short time on time deposit. If you do
not provide that the principal sources of income shall consist
of amounts collected from members, you bar them from having
those little incidental revenues which they make out of these
small matters, The total tax paid by all these companies will
probably amount to about $30,000, according to the statement of
the Treasury Department.

Mr. NEWTON of Minnesota. Will the gentleman yield?

Mr. DICKINSON of Iowa. Yes.

Mr. NEWTON of Minnesota. Just what term does the gen-
tleman use? The principal sources or the substantial sources?

Mr, DICKINSON of Iowa. The principal sources.

Mr. CHINDBLOM. Myr. Chairtman, may we hear the lan-
guage of the amendment again?

The CHAIRMAN. Without objection, the amendment will
be agaln reported.

The Clerk again read the amendment.

Mr. CHINDBLOM. Will the gentleman yield?

Mr. DICKINSON of Towa. Yes.

Mr. CHINDBLOM. The words “if the principal sources of
income consist of amounts collected from members for the sole
purpose of meeting losses and expenses” would include, would
they not, a company or an association where the members paid
assessments in very much the ordinary way payments are
made to insurance companies, and those assessments would be
amounts collected?

Mr. GREEN of Iewa. This is intended to apply to assess-
ment companies?

Mr. DICKINSON of Iowa. Only; and that is all that it is
intended to apply to.

Mr. GARNER of Texas. Will the gentleman yleld?

Mr. DICKINSON of Iowa. Yes.

Mr. GARNER of Texas. The gentleman from Jowa, as I
understand, wants to relieve these farm organizations and I
am in perfect sympathy with him, but if the gentleman will
use the word “substantial,” then the Treasury Department will
have to construe that language. If you use the word “princi-
pal” they can take 51 per cent, and if you use the word “sub-
stantial” it will-probably mean 90 per cent, because I do not
imagine they would have more than 10 per cent that they
would want to use otherwise than for the purpose of meeting
losses and expenses. It looks to me as though the gentleman
should use the word “substantial” and then there will be no
objection from any source that I know of.

Mr. GREEN of Iowa. If the gentleman from Iowa will per-
mit, I do not think we ought to use the word “substantial.”
If you use that word you put the Treasury Department in a
difficult position and, moreover, you will have the same old
trouble that the Treasury Department has been having.

Mr. GARNER of Texas. If the word “prineipal” is used
they will have to construe that word——

Mr. GREEN of Iowa. And they will construe it at 51 per
cent.

Mr. GARNER of Texas. But if the word “substantial” is
used it will be 90 per cent. I do not want to open up any place
in this bill where you can drive a four-horse wagon through
it and all insurance companies get away from paying taxes.
In the present law the word “solely” is used, while now it is
proposed to use the word “principal.” As I have said, if the
gentleman will use the word “substantial,” I think there will
be no objection from any source.

The CHAIRMAN. The time of the gentleman from Towa
has expired.

Mr. CHIXDBLOM. Mr. Chairman, I ask unanimous consent
that the gentleman from Iowa have five additional minutes.

The CHATIRMAN. The gentleman from Illinois asks unani-
mous congent that the gentleman from Towa [Mr. DickINsoN]
have five additional minutes. Is there objection?

There was no objection.

Mr. CHINDBLOM. I will say to the gentleman from Iowa
that as I look upon this amendment it appears to me as though
an old-line company could pretty nearly drive in.

Mr. DICKINSON of Towa. According to all of the Interpre-
tations of this amendment that can not be done,

Mr. CHINDELOM. Let me call attention to the language
used. In the first place, the word “ mutual” does not mean
anything particularly, because some of the old-line companies
are mutual. dly, you =ay, “but only if the principal
sources of income censist of amounts eollected from members.”
Ordinary preminms are amounts collected.
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Mr. DICKINSON of Towa, No. The Northwestern Mutual
Life Insurance Co. dees not collect amounts for the purpose of
meeting losses and expenses; it collects a regular, standard
rate, and everybody knows what they are going to pay. The
small mutual companies, which make assessments for the pur-
pose of meeting losses, make the assessments on their members
according to the amount of the losses they sustain.

Mr. CHINDBLOM. I know what you are trying to reach,
but I am wondering whether your language is not broad enough
to cover even the old-line companies,

Mr. DICKINSBON of Towa. This has been gone over by all
of these companies and they have an organization and they
have been here and have approved of this form. They say
this is the form that the Treasury will let them out on. Now,
You gentlemen are all willing to let them out and you are not
willing to let any other companies out because they have an
entirely different method of doing business.

Mr. CHINDBLOM. I am perfectly willing to let them out,
but I do not want to do more than that.

Mr. GARNER of Texas. That is the main thing—not to
let anybody else out when you let them out, It seems to me
this might open the door for others to be let out.

Mr. GREEN of Iowa. 1 do not think there is any real
objection to substituting for the word “amounts” the words
“ assessments, dues, and fees.”

Mr. CHINDBLOM. That would improve it.

Mr. GREEN of Towa. That would make it, beyond all
question, so it could not apply to the others.

Mr. DICKINSON of Iowa. I would rather not make that
substitution because I know they have some objection to it.

Mr. GREEN of Jowa. Mr. Chairman, I did not think we
were going to get into any conflict over this matter and inas-
much as we have, I move the committee do now rise.

The motion was agreed to. A

Accordingly the committee rose; and the Speaker having re-
sumed the ehair, Mr, Gramay of Illinois, Chairman of the Com-
mittee of the Whole House on the state of the Union, reported
that that committee had had under consideration the bill (H. R,
6715) to reduce and equalize taxation, to provide revenue, and
for other purpeses, and had come to no resolution thereon.

MEMORIAL SERVICES FOE THE LATE PRESIDERT HARDING,

Mr. LONGWORTH. Mr. Speaker, I ask unanimous consent,
on behalf of the gentleman from Ohio [Mr. Burtox], that there
may be printed in the Recorp the program of arrangements for
the memorial services for the late President Harding.

The SPEAKER. The gentleman from Ohio asks unanimous
consent that there may be printed in the Recorn the program
of the memorial services for the late President Harding. Is
there objection? [After a pause.] The Chair hears none.

[For program, see Senate proceedings of to-day, page 2808,]
HOUR OF MEFETING TO-MOREOW—ORDER OF BUSINESS.

Mr. GREEN of Towa. Mr. Speaker, let me ask the gentleman
from Texas [Mr. Garxer] whether there would be any objec-
tion to meeting at 11 o'clock to-morrow morning.

Mr. GARNER of Texas. There seems to be some opposition
to it over here. Let me sask the gentleman from Ohio and the
gentleman from Iowa now, if I may, about another matter. Of
course, every Member of this House wants to be hiere when this
bill is finally voted on in the House. What is the prospeet of a
vote in the House? 1 was talking to one or two Republicans
this afternoon, and they suggested that under no conditions
could we have a vote earlier than next week, upon the theory
that many gentlemen had gone away with the understanding
we would not pass this bill prior to Monday or Tuesday.
What is the idea of the majority leader and the chairman of
the Ways and Means Committee?

Mr. GREEN of Iowa. I think we can certainly finish the
reading of the bill this week, but it might be possible that we
would not be able to get to a vote until next Monday.

Mr, GARNER of Texas. We have appropriation bills that
could be considered. Suppose we have an agreement then that
we will not take this bill up in the House for final passage
prior to Tuesday of next week?

Mr. GREEN of Towa. I would not want to agree to that
if we could just as well dispose of it Monday.
mMr. GARNER of Texas. Very well; we will say Monday,

en.

Mr. GREEN of Iowa. Will the gentleman from Texas give
me overnight to think about that?

Mr. GARNER of Texas. OCertainly. That is just the point.
I simply want to accommodate the Members who are away, as
well as those who might want to go away that are here now.

Mr. GREEN of Towa. Mr. Speaker, for certaln reasons, I
will ask unanimous consent that when the House adjourns
to-day it adjourn to meet to-morrow morning at 11 o'clock.

The SPEAKER. The gentleman from Iowa asks unanimous
consent that when the House adjourns to-day it adjourn to
meet at 11 o'clock to-morrow. Is there objection? [After a
pause,] The Chair hears none.

ADJOURNMENT.

Mr. GREEN of Iowa. Mr. Speaker, I move that the House
do now adH e

The motion was agreed to; accordingly (at 5 o'clock and
50 minutes p. m.) the House adjourned until to-morrow,

Thursday, February 21, 1924, at 11 o’clock a. m.

EXECUTIVE COMMUN.CATIONS, ETO.

Under clause 2 of Rule XXIV, executive communications
were taken from the Speaker's table and referred as follows:

371. A letter from the Secretary of War, transmitting a draft
of proposed legislation, “ On and after July 1, 1925, when in
the opinion of the Secretary of War the change of station of
an officer of the Corps of Engineers is primarily in the interest
of river and harbor improvement, the mileage and other allow-
ances to which he may be entitled incident to such change of
station may be paid from appropriations for such improve-
ment " ; to the Committee o Military Affair-

372. A letter from the chairman of the Interstate Commerce
Commission, transmittine a report for the month of January,
1924, showing the condition of railroad equipment and the re-
lated information indicated in the resolution in so far as such
information is available; to the Committee on Interstate and
Foreign Commerce.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS.

Under clause 2 of Rule XIII,

Mr. WINSLOW : Committee on Interstate and Foreign Com-
merce. H. R. T034. A bill to establish in the Bureau of For-
eign and Domestic Commerce of the Department of Commerce
a foreign commerce service of the United States, and for other
purposes ; with amendments (Rept. No. 214). Referred to the
Committee of the Who!~ House on the state of the Union,

Mr. WINSLOW : Committee on Interstate and Foreign Com-
merce. H. L. 6817. A bill to provide for the construction of a
vessel for the Coast Guard; without amendment (Rept. No.
215). Referred to the Coiamittee of the Whole House on the
state of the Union.

Mr. FAIRFIELD: Committee on Insular Affairs. H. R.
6143. A bill to purchase grounds, erect and repair buildings
for customhouses, offices, £nd warehcuses in Porto Rico; with-
out amendment (Rept. No. 216). Referred to the Committee
of the Whole House on the state of the Union.

Mr. WURZBACH : Committee on Military Affairs. H. R.
593. A bill authorizing the issuance of service medals fo offi-
cers and enlisted men of the two brigades of Texas cavalry
organized under authority from the War Department under
date of December 8, 1917, and making an appropriation there-
for; and further authorizing the wearing by such officers and
enlisted men on occasions of ceremony of the uniform law-
fully prescribed to be worn by them during their service; with
amendments (Rept. No. 217). Referred to the Committee of
the Whole House on the state of the Union.

Mr. KIESS: Committee on Printing. H. R. T039. A bill to
amend section T2 of chapter 23, printing act, approved Junuary
12, 1895 ; without amendment (Rept. No, 218). Referred to the
House Calendar,

CHANGE OF REFERENCE.

Under clause 2 of Rule XXI1I, the Committee on Interstate
and Foreign Commerce was discharged from the consideration
of the bill (H. R. 4438) to amend section 300 of the war risk
insurance act, and the same was referred to the Committee on
World War Veterans' Legislation.

PUBLIC BI‘LLS, RESOLUTIONS, AND MEMORIALS.

Under clause 8 of Rule XXTI, bills, resolutions, and memorials
were introduced and severally referred as follows:

By Mr. NEWTON of Minnesota: A bill (H. R. T143) grant-.
ing the consent of Congress to the city of Minneapolis, a munici-
pal corporation, organized under the laws of the State of Min-
nesota, to construct a bridge across the Mississippi River in the
city of Minneapolis, in the State of Minnesota; to the Commit-
tee on Interstate and Foreign Commerce.
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By Mr. WILLIAMS of Michigan: A bill (H. R. 7T144) to re-
linguigh to the city of Battle Creek, Mich., all right, title, and
interest of the United States In two unsurveyed islands in the
Kalamazoo River, within the corporate limits of sald city; to
the Committee on the Public Lands.

By Mr. ABERNETHY: A bill (H. R. 7T145) granting the
Fort Macon (N. C.) Military Reservation to the State of
North Carolina; to the Committee on Military Affairs.

By Mr. KAHN: A bill (H. R. 7146) to amend section 9
of an act entitled “An act to define, regulate, d punish
trading with the enemy, and for other pu " approved
October 6, 1917, as amended; to the Committee on Interstate
and Foreizn Commerce. :

By Mr. BOYLAN: A bill (H. R. T147) to prohibit the col-
lection of a surcharge for the transportation of persons or
baggage in connectien with the payment for parlor or sleeping
car accommodations; to the Committee on Interstate and
Foreign Commerce.

By Mr. COLTON: A bill (H. R. 7148) providing for the
location, entry, and patenting of lands within the former Un-
compahgre Indian Reservation, In the State of Utah, containing
gilsonite or cther like substances, and for other purposes; to
the Committee on the Pablic Lands.

By Mr. MORTON D, HULL: A bill (H. R. T149) to provide
for the admission to the mails as second-class matter of period-
ical publications issued by regularly incorporated religious
associations; to the Committee on the Post Office and Post
Toads.

Also, a bhill (H. R. 7150) to provide for the admission to
the mails as second-class matter of periodical publications
issued by regularly incorporated religlous associations; to the
Committee on the Post Office and Post Roads.

By Mr, KNUTSON: A bill (H. R. 7151) to promote and
preserve the navigability of Cass Lake in the State of Minne-
sota; to the Committee on Agriculture.

Also, a bill (H. R. 7152) to provide for the payment of
claims of Chippewa Indians of Minnesota for back annuities;
te the Committee on Indian Affalrs.

By Mr. WELLER: A bill (H. R. 7153) to amend the Penal
Code ; to the Commitfee on the Judlclary.

By Mr. TINKHAM: A bill (H. R. 7T154) to reimburse the
Coemmonwealth of Massachusetts for expenses incurred in com-
pliance with the request of the United States marshal, dated
December 6, 1017, to the Governor of Massachusetts in fur-
nishing the State military forces for duty on and around Boston
Harbor under regulation 13 of the President’s proclamation;
to the Committee on the Judiciary.

Also, a bill (H. R. 7155) to reimburse the Commonwealth of
Massachusetts for expenses incurred in protecting bridges on
main railroad lines and under direction of the commanding
general Eastern Department, United States Army, and the
commandant navy yard, Charlestown, Mass, ; to the Committee
on Claims.

By Mr. CANNON: A bill (H. R, 7156) providing for the pur-
chase of a site and the erection of a public building at Van-
dalia, Mo.: to the Committee on Public Buildings and Grounds.

By Mr. PORTER: Joint resolution (H. J. Res. 195) guthor-
izing an appropriation for the participation of the United
States in two international conferences for the control of the
traffic in habit-forming narcotic drugs; to the Committee on
Foreign Affairs,

By Mr. CRAMTON: Resolutlon (H. Res. 184) to pay salary
and funeral expenses of William E. Gardiner, late an employee
in the folding room of the House of Representatives; to the
Committee on Accounts,

By Mr. JOHNSON of Washington: IRtesolution (H. Res. 185)
to provide for additional copies of hearings on * Restriction
of immigration ”; to the Committee on Printing.

PRIVATE BILLS AND RESOLUTIONS.

Under clanse 1 of Rule XXI1I, private bills and resolutions
were introduced and severally referred as follows:

Ry Mr. BLOOM: A bill (H. R. T157) for the relief of Clarence
T. Birkett; to the Committee on Claims.

By Mr. BOYLAN: A hill (H. R.7158) for the relief of Charles
¥. Drown; to the Committee on Claims.

By Mr. ELLTOTT : A bill (H: R. T1539) granting a pension to
Margaret A. PPool ; to the Committee on Invalid Pensions.

By Mr. FULMER : A bill (H. R. T160) for the relief of J. 8.
Corbett; to the Committee on Claims.

By Mr. GLATFELTER: A bill (H. R. 7161) granting an in-
crease of pension to Harriet Gardner; to the Committee on In-
valid Pensions.

Also, a bill (H. B. 7162) granting an increase of penslon to
Adacinda Kurtz ; to the Committee on Invalid Pensions.

Also, & bill (H. R. T163) granting an increase of pension to
Mary J, Fishel; to the Committee on Invalid Pensions, '

By Mr. HOCH: A bill (H. R. T164) granting an increase of
pension to Charlotte A. Dally; to the Committee on Invalid
Pensions.

By Mr. HUDSPETH : A bill (H. R. T165) granting a pension
to Matilda Guest; to the Committee on Pensions.

Also, n blll (H. R. T166) granting a pension to J. H. Thomp-
son ; to the Committee on Pensions.

By Mr. LINEBERGER: A bill (EL R. 7167) for the relief of
George A. Berry; to the Committee on Naval Affairs.

By Mr MAGEE of New York: A bill (H. R. 7168) grant-
ing a pension to Louise Martz; to the Committee on Invalid

Pensions.

By Mr, MINAHAN: A bill (H. R, 7169) granting a pension
to James Walsh; to the Committee on Pensions.

By Mr. PURNELL: A bill (H. R. 7T170) granting a pension
to Clarie Herley; to the Committee on Invalid Pensions.

Also, a bill (H. R, 7171) granting a pension to Irvin K.
Browning; to the Committee on Invalid Pensions,

By Mr. ROBINSON of Iowa: A bill (H. R. 7172) granting a
pension to Joseph J. Nedd; to the Committee on Pensions.

By Mr. SEARS of Florida: A bill (H. R. T173) for the relief
of J. N. Lummus and C. L. Huddleston; te the Committee on
Claims.

By Mr., SNELL: A bill (H. R. 7174) granting an Increase of
pension to Luey A, Cooley; to the Committee on Invalid
Pensions.

By Mr. TREADWAY: A bill (H. R. 7175) granting a pen-
gion to Rosa (. Allen; to the Committee on Invalid Pensions.

By Mr. WILSON of Mississippi: A bill (H. R. 7176) for the
relief of Charles N. Robinson ; to the Committee on Claims.

By Mr. WINGO: A bill (H. R. T177) granting a pension to
Mary J. Walston; to the Committee on Invalid Pensions.

PETITIONS, ETC.

Under clause 1 of Rule XXTI, petitions and papers were laid
on the Clerk’s desk and referred as follows:

1217. By the SPEAKER (by request) : Petition of National
Woman'’s Party, favoring the equal rights amendment to the
Constitution ; to the Commitiee on the Judiclary. ;

1218. Also (by request), petition of Bay Ridge Council, A. A,
R. 1. R, approving the Robinson resolution and urging that
every step be taken to detect anyone who may have participated
in the big oil swindle; to the Committee on the Public Lands.

1219, Also (by request), petition of Waverly Council, No. 138,
Junior Order United American Mechanics (Inc.), urging the
enactment into law of the Johnson immigration bill; to the
Committee on Immigration and Naturalization.

1220. Also (by request), petition of the Pennsylvania State
Camp, Patriotic Order Sons of America, favoring the 3 per
cent immigration restriction quota bill; to the Committee on
Inmigration and Naturalization.

1221. Also (by request), petition of 38 residents of Long
Island, N. Y. favoring an increase of compensation being
granted to postal employees; to the Committee on the Post
Office and Post Roads.

1222, By Mr. ALDRICH: Petition of Loggia Riunite del
North End, No. 908, Order Sons of Italy, Providence, R. L,
protesting against the passage of the Johnson immigration bill;
to the Committee on Immigration and Naturalization.

1223. By Mr. BARBOUR : Petition of the Dos Palos (Calif.)
Nutional Farm Loan Assoeiation, relative te certain changes
in the Federal Farm Loan Board; to the Committee on Bank-
ing and Carrency.

1224, Also, petition of the Memorial Baptist Church, of
Fresno, Calif., urging the passage of the Kelly bill (H. R. 4123)
in the interest of postal employees; to the Committee on the
Post Office and Post Roads.

1225. By Mr. BURTNESS: Petition of residents of Mayville,
N. Dak., in favor of establishing free shooting grounds and
game refuges; to the Committee on Agriculture.

1226. By Mr. CULLEN: Petition of New York State Teach-
ers' Association for Social Studies, favoring an appropriation
for the preservation of the castle at Fort Niagara; to the Com-
mittee on Apprepriations.

1227. By Mr. FULLER: Petition of G. D. Brush and 32
other citizens of Kingston and De Kalb County, I, favoring
repeal or reduction of the se-called nuisance taxes, and espe-
cially of the tax on industrial aleohol; to the Committee on
Ways and Means.
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1228. By Mr. GALLIVAN : Petition of M. Matuson, Roxbury,
Mass., recommending early and favorable action on the Kelly-
Stephens bill, which requires that all package merchandise or
patent medicines shall be sold at not less than the stated price
on the package; to the Committee on Interstate and Foreign
Commerce.

1220. Also, petition of Washington Central Labor TUnion,
Washington, D. C., recommending early and favorable con-
gsideration of the Fitzgerald-Jones workmen’s accident compen-
sation bill; to the Committee on the District of Columbia.

1230. Also, petition of New Century Club, Boston, Mass., pro-
testing against Johnson immigration bill; to the Committee on
Immigration and Naturalization,

1231. By Mr. HUDSON : Petition of the Detroit Conference
of the Methodist Episcopal Church, oppesing the weakening
of the Volstead Act by any nullifying scheme of so-called light
wines and beer; to the Committee on the Judiciary.

1232. By Mr. KING: Petition of Alfred Curtis Cady, of Ke-
wanee, I1l., asking to have public debt paid rather than more
money loaned to foreign countries; to the Committee on Ways
and Means.

1233. Also, petition of the auxiliary of Shearer Post, No.
850, of Geneseo, IlL, American Legion, declaring themselves
unequivocally in favor of the adjusted compensation bill; to
the Committee on Ways and Means.

1234, By Mr. LEAVITT: Petition of the Glendive (Mont.)
Chamber of Commerce, urging that the Sixty-eighth Congress
pass no legislation touching the present railroad situation, and
especially disapproving of any attempt to modify any existing
provisions of the transportation act of 1920, which it is felt
has not been in effect a suflicient length of time to give it a fair
trial; to the Committee on Interstate and Foreign Commerce.

1235. Also, petition of 1. M. Hobensack, of Lewistown, Mont,,
outlining the problems of the wheat farmer in Montana and
other States of the Northwest; to the Committee on Agricul-
ture.

1236. By Mr. O’CONNELL of Rhode Island: Petition of
members of the Loggia Riunite del North End, No. 808, Order
Bons of Tialy, Providence, R. 1., opposing the Johlnson immi-
gration bill; to the Committee on Immigration and Naturaliza-
tion.

1257. By Mr. ROUSE: Petition of citizens of Covington, Ky.,
requiring that all strictly military supplies be manufactured in
the Government-owned navy yards and arsenals; to the Com-
mittee on Naval Aflairs.

1238. By Mr. STRONG of Pennsylvanin: Petition of eitizens
of Jefferson County, Pa., urging the removal or reduction of
nuigance and war taxes; to the Committee on Ways and Means.

SENATE,
Traursvay, February 21, 192).
(Legisiative day of Seturday, February 16, 192}.)

The Senate met at 12 o’clock meridian, on the expiration of
the recess.

MESSAGE VROM THY. HOUSE.

A message from the House of Representatives, by Mr. Chaf-
fee, one of its clerks, announced that the House had passed
the bill (8. 2189) to authorize the building of a bridge across
the Peedee River in North Carolina, between Anson and Rich-
mond Counties, near the town of Pee Dee, with amendments,
in which it requested the concurrence of the Senate,

INTERIOR DEPARTMENT APPROPRIATIONS.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 5078) making appropriations for
the Department of the Interior for the fiscal year ending June
80, 1925, and for other purposes.

Mr. SMOOT. Mr. President, I suggest the absence of a
quorum.

The PRESIDENT pro tempore. The Secretary will call the
roll.

The principal legislative clerk called the roll, and the follow-
ing Senators answered to their names:

Adams Capper Edwards Harris
Ashurst Caraway Erunst Harrison
Ball Colt Ferris Heflin
Bayard Copeland 'es8 Howell

rah Couzens Fletcher Johnson, Minn,
Brandegee Cummins Frazier Jones, N, Mex.
Brookhart Curtis George Jones, Wash,
Broussard Dale Gerry Kendrick
Bruce Diial Gilass King
Bursume Dil Gooding Laudd
Cumeron Bdge Hale La Fellette

Lenroot Norris Bheppard Swanson

Oddie Shipstead Trammell
MeKinley Overman Shortridge Wadsworth
McLean Pepper Simmons Walsh, Mass,
MeNar Phipps Smith Warren
Mayfield Pittman Bmoot Weller
Moses Ransdell Spencer Wheeler
Neely Reed, Pa. Etanley Willis
Norbeck Robinson Stephens

The PRESIDENT pro tempore. Seventy-nine Senators have
answered to their names. There is a quorum present.

HOWARD UNIVEESITY.

Mr. CURTIS. Mr. President, unless the chairman of the
subcommittee in charge of the bill desires to submit some
remarks, I would like to occupy about two minutes on the
question of the rule.

Mr. SMOOT. Mr. President, T understand that the Presid-
ing Officer does not particularly care to rule upon the point
of order made by the Senator from North Carolina [Mr, Ovee-
MAN], but intends to submit it to the Senate for the Senate
to vote upon it.

I recognize that there is a grave doubt about the rule. In
fact, I might as well say now that I think the rule ought to he
amended so that there will be no question about what it
means; but that can not be done at this time.

Therefore, if there is no objection on the part of the Senator
from North Carolina, I will ask that no ruling be made at this
time, and that the bill go back to the committee with the under-
standing that I shall immediately report the bill back with
that item omitted. Then, when we reach the consideration of
the bill, after the committee amendments are disposed of, some
member of the committee will report that amendment as com-
ing from the committee, and we can get a direct vote upon it
and thus not have a ruling or a vote of the Senate as to what
the rule means.

Mr. ROBINSON. The point of order could be raised on
the amendment when it is presented by a member of the com-
mittee?

AMr. SMOOT. Noj; I do not think so, I think that is guite
clear, as it does not involve the question of new legislation.

Mr. MOSES. Does the Senator mean that when the amend-
ment comes in in that way we will get a direct vote on the
merits of the question?

Mr. SMOOT. Yes; on the merits of the question,

Mr. LENROOT. Mr. President, I suggest to the Senator
from Utah that he will raise a new parliamentary question
If that is done, and that is whether the rule can be avoided by
the committee not reporting an amendment when it reports the
bill, but afterwards reporting an amendment which it would
be prohibited from reporting originally.

Mr. ROBINSON. That is the suggestion I rase to make.

Mr. SMOOT. We will discuss that question when we reach
it. T think there is no doubt that under the rule it can be done,
and the question might as well be settled at the same time when
we are settling the question now before the Senate. I think it
is of the utmost importance that the course I have proposed
should be followed.

Mr. CURTIS. Mr. President, I did not intend to say any-
thing with reference to the amendment, but I think one remark
of the Senator from Utah makes it necessary for me to say a
word or two on the rule.

The amendment to the ruole in guestion was reported by me
from the Committee on Rules, and T think it is as clear as day.
When all appropriation bills were ordered sent to the Committee
on Appropriations the rule was adopted with the view of pre-
venting any kind of legislation, new or general, being reported
by the committee as an amendment to an appropriation hill.
The mafter was fully discussed upon the floor, the provision
was fully explained, and the reasons for incorporating it in_the
rule were given to the Senate at the time the amended rule was
adopted.

There is no question that the rule means that no legislation,
new or general, can be reported as an amendment to an appro-
priation bill by the Committee on Appropriations. I say this
notwithstanding that I am for the amendment to the appropria-
tion bill; but I would have to vote that the amendment is out
of order because of the rule, which was so carefully considered
by the entire membership of the Committee on Rules, reported
back to the Senate, and discussed on the floor very fully, and
every Senator who heard the discussion knew just what tha
rule meant. ;

Alr, MOSES. Let me ask the Senator a question.
great parliamentarian——

Mr. CURTIS. No; I am vot o1 great parlinmentarfan, but I
know what a thing means when 1 report it.

He is a
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